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BRINGING THE INFORMATION AGE TO RURAL
AMERICA

WEDNESDAY, JUNE 14, 198¢

House oF REPRESENTATIVES,
GOVERNMENT INFORMATION, JUSTICE,
AND AGRICULTURE SUBCOMMITTEE
OF THE COMMITTEE ON GOVERNMENT OPERATIONS,
Washington, DC.

The subcommittee met, pursuant to notice, at 1 p.m., in recom
2247, Rayburn House Office Building, Hon. Robert E. Wise, Jr.
(chairman of the subcommittee) presiding.

Present: Representatives Robert E. Wise, Jr., Glenn English, Al
McCandless, and Steven Schiff.

Also present: Lee Godown, staff director, Audrey A. Bashkin,

rofessional staff member; Susan Chadderdon, clerk; and Brian

kwood, minority professional staff, Committee on Government

Operations.

OPENING STATEMENT OF CHAIRMAN WISE

Mr. Wise. The Government Information, Justice, and Agriculture
Subcommittee will come to order.

The title of this hearing is Bringing the Information Age to
Rural America.

Recent years have brought major changes to the telecommunica-
tions industry. The breakup of the Bell System has transformed
the way we think about the telephone network and the way we
regulate telecommunications })roviders. During the same period, we
have witnessed the advent of technological miracles such as satel-
lite, optical fiber, and microwave transmission. Many of us have
come to regard fax machines, personal computers, and computer-
ized data bases as essential tools of the workplace.

But not all of us. For some rural Americans, single line tele-
phone service is still not yet a reality. Because of the comparative
expense of bringing new telecommunications services to smalltown
America, there is a danger that it will be many years before the
entire count.-y will fully enjoy the technological advances of recent
times.

As a Nation, we can’t afford to let the information age pass rural
America by. While the telecommunications industry has been
booming, small town America has been in a state of decline. The
rural economy has shifted away from its traditional mainstays-—ag-
riculture, mining, and manufacturing—and turned instead to serv-
ice industries. Deregulation of the transportation industry has
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meant that buses and trucks run less often—actually they don't
run at all—in rural parts of the country and make fewer stops.
Rail and air travel have become much more costly. As a result,
residents are leaving the less populous regions of America to make
their fortunes in our increasingly congested and polluted metropol-
itan areas.

Bringing the informatior age to rural America sooner rather
than later is a major key to reversing this trend. Modern telecom-
munications can help replace the buses, trucks, and trains that
pass the small towns by. It can allow businesses, such as mail order
companies and airline reservation services, to locate in rural areas.
And it can make sophisticated educational and medical services
available throughout the countryside.

In my own experience, I note modern telecommunications can
mean a source of many, many new jobs because we do have the ca-

city to be the reference center, the airlines reservation center.

ndeed, in our area, our major telephone company is now providing
directory information service for the Washingion, DC area. When
{,ou call to get that number, you are talking to an operator in West
irginia. So the rural areas of our country have much to offer, as-
suming we can build that telecommunications infrastructure that
is so vital.

In some cases, we may be able to pass by the highways to contin-
ue with the roads we have and not depend on massive highways
coming to our area as long as we have a modern telecommunica-
tions structure. Incidentaily, we would still like the highways also.
We won’t be able to touch upon all the issues today, but in this
hearing and others to follow, we will be examining some of the
more significant problems, looking at the regulatory climate, and
addressing sometimes conflicting poliCy concerns.

We will hear first from Dr. Edwin Parker, coauthor of the newly
published Aspen Institute study entitled “Rural America in the In-
formation Age: Telecommunications Policy for Rural Develop-
ment.” Next, we will have testimony from the chairmen of the .
Texas Public Utility Commission and the West Virginia Public
Services Commission. And last, we will hear from spokespersons
for the four major associations that represent rural telecommunica-
tions concerns.

I want to express my appreciation to these of you who have
come, some of you, from long distances. I want to apologize in ad-
vance because 1 suspect this hearing will be broken up from time
to time by votes on the floor which will be necessary to go to, but
we look forward to having a good hearing.

Mr. McCandless, any statements?

Mr. McCaNDLESS. k you, Mr. Chairman. I do not have an
opening statement. I welcome our panel and look forward to their
testimony.

Mr. Wisk. Thank you.

Mr. Wise. The first witness then will be Dr. Edwin Parker with
Parker Telecommunications. Dr. Parker, if you would care to take
your place at the witness table. Before you sit down, if I could
swear you in.

[Witness sworn.]
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Mr. Wisk. Thank you very much. Please proceed. Dr, Parker, in
your case, as with all witresses, your written testimony is being
made a part of the recofd. It will be printed as such, so please feel
free to summarize.

STATEMENT OF EDWIN B. PARKER, PRESIDENT, PARKER
TELECOMMUNICATIONS

Dr. PARKER. Thank you. It is a pleasure to be here today.

My name is Ed Parker. I am president of Parker Telecommuni-
cations, a consulting firm in rural QOregon. I am a coauthor, as you
said, of “Rural America in the Information Age: Telecommunica-
tions Policy for Rural Development,” published by the Aspen Insti-
tute and University Press of America. That report was sponsored
and paid for by the Ford Foundation with support from the rural
economic polici' program of the Aspen Institute.

What I would like to do is just summarize briefly some of the
comments and conclusions in that report. Rural America, as you
know, has been in economic distress through most of this decade.
Rural jobs in agriculture, mining and manufacturing have been in
decline. Only 9 percent of rural jobs are now in agriculture. Service
joﬁ have been increasing and now account for 65 percent of rural
jobs.

However, the rural service sector is %rowing at only two-thirds of
the rate of the urban areas. Further, the service jobs in rural areas
are mostly in wholesale and retail trade, private services and Gov-
ernment, primarily local school systems. In contrast, the urban
areas are capturing a disproportionate share of the producer and
e:i:pox'ilil services which have the greatest potential for economic
growth.

Modern telecommunications infrastructure is one key to rural
economic development. I say one key because it is not a panacea,
we do need other things also.

The ability to attract traditional industries, as well as footloose
businesses not dependent on geographic location, such as software
development, telemarketing, mail order financial services, some of
the things that you cited in your remarks, are increasingly depend-
ent on modern telecommunications, including touch tone digital
service, facsimile transmission, and data services.

Communities with access to these modern services have opportu-
nities fer survival and growth. Those without are dormed to eco-
nomic stagnation and decline.

Telecommunications networks are today’s highways. They offer
development opportunities to rural areas that railreads and high-
ways once brought. Rural areas not integrated into a modern digi-
tal telecommunications network will suffer the same economic fate
as towns bypassed by the Federal highway system.

By thinking of telecommunications systems as highways, we can
illustrate the extent to’ which rural areas are falling behind.
Nearly 12 percent of rural households have no roads at all, that is
no telephone service; another 7 percent have only multiparty serv-
ice incapable of accessing meodern telecommunications services,
which is like having a dirt road suitable only for an all terrain ve-
hicle. Approximately 12 percent of rural telephone lines are below
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the specifications set by the Rural Electrification Administration.
These lines can be thought of rural electronic highways with pot
holes making them questionable for fax machines and data
modems.

Most rural single party service does not yet have the touch-tone
service which we take for granted, and is essential for most busi-
ness information transactions. Currently only 30 to 35 percent of
rural communities have access to digital services made possible by
replacing the old analog switches, with modern digital switching
capability. The remaining 65 to 70 percent could be upgraded by
the year 2000 with a modest increase in Federal loan programs and
some changes in regulatory policy.

Proviaing digital information access would be like upgrading
narrow, winding two lane roads to modern interstate high\zgﬁ's
over which the economic transactions of the information age take
place. If the rural areas are to prosper or in some cases even sur-
vive, telecommunications facilities suitable for reliable facsimile
and data transmission, as well as voice, are absolutely essential.

Rural telecommunications infrastructure fell behind as urban
areas leaped forward into the information age for a variety of rea-
sons, manfr related to the dramatic changes in the telecommunica-
tions regulatory environment.

National telecommunications policy continues to move toward
less regulation and more competition. In urban areas, competitive
telecommunications services ranging from competitive long-dis-
tance carriers to easy access to fax machines for rapid document
delivery have mushroomed, but the new competition did not bring
these changes to rural communities.

Under the prior regulatory structure, rural areas benefited from
nationwide rate averaging and the resulting subsidy from interur-
ban and long-distance service. Now meost rural areas don’t have
competitive long-distance services or the other benefits of competi-
tion, but they do share the higher phone prices, the access charges
that were part of that regulatory change, and they are vulnerable
to higher prices and relatively lower quality because each piece of
the telecommunications business is now under pressure to stand on
its own.

Smal! rural carriers surviving on the fringes of the national tele-
phone network compare their plight to the last person in the chil-
dren’s game of “erack the whip,” policies which ripple past those in
the middle of the market have whiplash effects on those at the end.

The Federal telecommunications policy goal of the past 50 years,
universal telephone service, is nearly fulfilled. It is now time to
change that goal to universal information access. Information serv-
ices are among the fastest growing segments of the United States
and the global economy. Reliable, efficient access to information
services are increasirgly cxtical to the success of any economic en-
terprise. Rural areas without access are doomed to be uncompeti-
tive; rural areas with efficient access to the same information serv-
ices available in urban areas can bridge the traditional, rural bar-
rier of distance and compete on a level field with urban businesses.

Our report concluded that government assistance in rural tele-
communications development i8 needed at this time for three rea-
sons. First, to achieve improved economic performance in rural

LU
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areas by providing a basic infrastructure necessary for develop-
ment.

Second, to help rural America adjust to the new telecommunica-
tions marketplace by way of speci:l transition policies; and, third,
to empower rural communities with an equal opportunity to com-
pete in the national economy. '

To help rural areas achieve parity with presently available
urban services by the year 2000, our report recommended two
major actions: One, a 30 percent increase in Rural Electrification
Administration telephone loan funds to assist small independent
rural telephone carriers to upgrade their facilities; and, second, we
suggested that regulatory incentives are also needed to help the
Bell operating companies and the larger independents so they
could be encouraged and motivated to upgrade their telephone in-
frastructure in their rural service areas.

Thank you.

[The prepared statement of Dr. Parker follows:]

11
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RURAL AMERIwA IN THE INFORMATION AGE
Edwin 3. Parker
Juna 14, 1988

I. Qualifications

My name is E4 Parker. I am president of Parker
Telecommunications, a consulting businees located in the rural
community of Gleneden Seach, Oregon. | am a co-author of the
recent report, "“Rural America in thc Inforwmation Age:
Telecompunicationg Pelicy for Rural Developrment,™ pubiished by
the Aspen Institute and University Press of America.

Previously, I was prasident of the Data Networks livision of
Contel ASC, a unit that included the former Equatorial
Communications Company. 1 had co-founded Equatorial in 1979 and
was its president and chief executive officer prior to its merger
with Contel in 1987.

From 1962 to 1979 I was a professor of Communication at
Stanford Univerzity, where I specialized in studies of the social
and economic effects of information technology. I taught at the
University of Illinois from 1960 to 1962. I have co-authored or
co-edited four books and more than 75 professional articles. I
graduated from the University of British Columkia in 1954 and
recaived my Ph.D. from Stanford University in 18s0.

II. Rural America is in Trouble

I would like to summarize teday some eof the highlights of
the report, “Rural America in the Information "“ge." Rural
America has been in economac distress through nost of this
decade. Rural jobs in agriculture, axtraction incustries and
ransutacturing have bean in decline. Only nine percent of rural
jobs are now in aq: iculture. Sarvices jobs have been increasing
and row account for 65 percent of rural jobs. However, the rural
services sector is growing at only two-thirds the rate of urban
areas. Further, the service jobs in rural areas are mostly in
<sholesale and retail trade, private services and government--
prizmarily local school systems. In contrast, urban areas are
capturing a disproportionate share of the producer and export
services which have tho greatest potential for growth.
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III. Telecommunications is a Key to Economic Development

Modern telecommunications infrastructure is one key to rural
economic development today. The ability to attract traditional
industries, as well as "footlocse"™ businesses not dependent on
geographic lecation, such as software development, telemarketing,
mail order and financial services. are increasingly dependent on
medern telecommunications, including touch tone digital
telephone, facsimile and data services. Communities with access
tu these modern services have opportunities for survival and
g.owth: those without are doomed to economic stagnation and
dacline.

Telecommunications networks are today's highways. They
of fer development opportunities to rural areas that railroads and
highways once brought. Rural areas not integrated intc a modern
digital telecommunications network will suffer the same economic
fate as towns bypassed by the federal highway system.

By thinking of telecommunications systems as highwavys, we
can illustrate the extent to which rural areas are falling
behind. Nearly 12 percent of rural households have no roads at
all--no telephone service. Another seven percent have only
mulciparty service incapable of acecessing modern
telecommunications services, which is like having only a dirt
road requiring an all-terrain vehicle and unsuitable for ordinary
automobile traffic. Approximately 12 percent of rural telephone
lines are ralow specifications set by the Rural Electrification
Administration. These lines can be thought of as rural
electronic highways with potholes making them questionable for
fax machines and data modens.

Most rural single party telephone service does not offer the
touch tone digital service that is taken for granted in urban
areas and is essential for most businhess information
transactions. cCurrently only about 30 percent ot rural
communities have access to the digital information services made
rossinle by replacing old analog telephone switch:s with mndern
digltal switching capability. The remaining 70 percent could be
upgraded by the year 2000 with a modest increase in federal loan
programs and changes in regulatory policy. Providing digital
information access would be like upgrading rarrow winding two-
lane roads to modern interstate highways over which the economic
transactions of tbhe information age t'ke place. If rural areas
are to prosper or even survive, telecommunications facilities
suitable for reliable facsimile and data transmission as well as
voicc ara essential.

Rural telecommunications infrastructure fell behind as urban
areas leaped forward into the information age for a variety of
reasons, many related to the dramatic changes in
telecommunications iegulatory environment. National
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telecommunications policy continues to move toward less
regulation and more competition. 1Ir urban areas competitive
telacommunications services ranging from competitive long
distance carriers to easy a.cess to fax machines for rapid
document delivery, mushreoomed. But the new competition did not
bring these changes to rural communities.

Under the prior regulatory structure, rural areas benefited
from nationwide rate averaging and the resulting subsidy from
inter-urban long distance services. Now, most rural areas don't
have competitive long distance services or other benefits of
competition, but are vulnerable to higher prices and relatively
lower qQuality because each piece of the telecommunications
business is .ow under pressure to stand on its own. Small rural
carriers, surviving on the fringes of the national telephone
network, compare their plight teo that of the last person in the
children's game o7 "crack the whip": policies which ripple past
those j» the middle of the market have exaggerated whiplash
effects on those at the end.

IV. A New Goal for Telecommunications Policy

The federal telecommunications policy goal of the past 50
years, universal telephone service, is nearly fulfilled. It is
now time to change that goal to universal information access.
Information services are among the fastest ¢rowing segments of
the J.S5. and the global economy. Reliable, efficient access to
information services are increasingly eritical to the success of
any economic enterprise. Rural areas without access are doomed
to be uncompetitive* -ural areas with efficient access to the
same information se es available in urban areas can bridge the
traditional rural b r of distance and compete on a level
field with urban bus. ..8ses.

Qur report concluded that government assistance in rural
telecommunications development is needed at this time for three
reasons:

(1) To achieve improved economic performance in rural areas
by providing a basic infrastructure needed for development,

(2) To help rural America adjust to the new
telecommunications marketplace by way of special transition
policies, and

(3) To empower rural communities with an equal opportu..ty
to compete in the national econony.

13



10

To help rural areas achieve parity with presently available
urban services by the year 2000, two major actions are required.
A modest 30 percent increase in Rural Electrification
Administration telephone locan funds is required to assist small
independent rural telephone carriers to upqrade their facilities.
Requlatory incentives also need to be given to Bell operating;
companies and larger independent telephone companies to enc’ urage
them to upgrade the telephone infrastructure in their rural
service areas.

b
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Mr. Wise. Thank you very much. We have been joined by the
g::rhtilér chairman of this committee, Glenn English and Steven

I would first ask Glenn and then Steve if you would like to make
an opening statement.

Mr. EnxcusH. Only that I believe these hearings are extremely
important. The House Agriculture Committee is this month having
hearings with regard to rural development. There is no question
communications play an extremely important role in all that. I
know of your interest, and certainly this subcommittee’s interest,
in that topic, and we applaud your efforts, Mr. Chairman, and that
of the subcommittee in this work. It is certainly going to be benefi-
cial to us; I know it is going to be beneficial to the whole question
of telecommunications.

Mr. Wise. You taught us well, Glenn.

Mr. ENcLisH. I don’t know about that.

Mr. Wise. Mr. Schiff.

Mr. ScHirr. Mr. Chairman, I just want to join in those remarks. I
represent the Albuquerque, NM area. It is mostly urban, but I
have rural areas in my district, and most of the rest of New
Mexico, I think, could be correctly described as rural more than
urban in nature. I thank you for having this hearing.

Mr. Wise. Thank you.

In your statement, you make the observation that nearly 12 per-
cent of rural households have no telephone service at aﬁ, which
struck me as being fairly high. I guess my first question is: Where
does that data come from? My second question is: Is that a function
of cost or unevailability of service? How would you break that out?

Dr. PARKER. The source of the data was basically from the Feder-
al Communications Com rission, and your intuition is correct, of
that number without te:phenes in rural areas, less than 10 per-
cent don't have telephor 4 because they couldn’t get service. It just
isn’t there. More than {v percent is a case of the problem of rural
poverty, they can’t affoi telephones.

Mr. Wise. Have you r-en any increase in the past 3 or 4 years in
the number of families that are not, that do not have telephone
service or may be perhaps turning a phone back as we have gone
through this change in the telephone system?

Dr. Parker. On the contrary, I think that programs that the
FCC has instituted in some of the States, lifeline service and the
link-up America program of the Federal Communications Commis-
Sil(xm have helped to reduce the number of households without tele-
phones.

Mr. Wise. You had mentioned needing a modest, I always liked
the word, a modest increase in Federal loan funds. Having the
privilege of sitting on the Budget Committee thiz year, 1 have
learned even modest usually costs you a lot. What kind of dollars
are you talking about?

Dr. PARKER. We are talking about loan authorizations, an in-
crease on the order of $150 million a year. But I think I should
point out that those are loans, not grants, and in the more than 40-
Keear proiram history of the REA telephone loan program, I don’t

lieve there has been a single default. The history is good, the
money gets paid back.
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Mr. Wise. As opposed to what the House is taking up today in
the savings and loan industry.

Your book talks about the chicken and egg problem of promotin
rural communications and perhaps the question could be sta
this way. Should we encourage the development of enhanced tech-
nologies in rural areas where demand does not currently exist in
the hope thet it will encourage economic development in those
areas? What are your thoughts on that?

Dr. Parker. I would like to make two comments that indirectly
answer that question. First, I have a colleague who is very experi-
enced in rural development programs who likes to quote the old
saying, “You can lead a horse to water, but you can’t make it
drink.” The moral drawn from that is that in rural development
programs you should look for thirsty horses. I submit that there
are a large number of thirsty horses in rural America, there are a
large number of independent telephone companies, cooperatives,
and others who need support in getting access to the capital funds
necessary to upgrade their telephone systems. There are a number
of rural communrities where the business people, the political com-
munities understand they need better telecommunications, but
they don't have it in their power to get it,'and they are thirsty and
t‘.h’c;’;}r1 need help.

e second comment, if I may, is that I don't think there is a
demand for high technology. People don’t care abut digital switch-
es. I think people care about the services. And people want, the
large number of people want the services or want the jobs that the
?vailability of that service can provide, and that's what we should
ocus on.

Mr. Wise. You said that about 30 percent .. rural communities
have touch-tone service. How much difference does that make?

Dr. Parker. Actually, I don’t have completely accurate data on
touch-tone service. As a surrogate for that and the other modern
digital services, we did find data on digital switches and only ap-
proximately 20 to 35 percent have digital switches. A few more, but
probably less than half the communities——

Mr. Wise. Would you be willing to recommend replacement by
new digital switches? Do you think that is essential?

Dr. PARkER. I would recommend the modernization in a way that
gets the modern services there. I don’t think we need to make the
judgments as to which technology is appropriate as long as there is
a way to get the service there.

If some of the software in the late model analog switches can be
modified to provide new services, great. If there are ways to route
the calls through a modern switcgrwithout having to replace the
old one and still get the service there—the issue is to get the serv-
ice to the constituents.

Mr. Wise. You are dealing with your present lay person. The dif-
ference between digital and analog—why is digital important?
What services can it bring?

Dr. ParRkEsR. I think we have lived for a long time with touch-
tone services, for example, just take it for granted without even re-
alizing it. It is like the air we breathe. We make a phone call, and
sornetimes we don't even realize the voice on the other end of the
Thone wasn’t a human being but it was a computer answering the
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company switchboard, saying punch “1” if you want customer serv-
ice, punch 2 if you want personnel, punch the extension if you
know it.” You use it when you are entering into a number of trans-
actions. We just use that all the time and don’t even realize it.

I use it to call my answering machine so that I can find out what
messages I have in Oregon when I am traveling. I think small busi-
nesses require that kind of service. We require the call-waiting
service so that when we are on the line we can hear there is an-
other incomin%’call. We need the call-forwarding service to forward
the calls after hours from our office to our homes.

Mr. Wisk. Are the digital switches also necessary for operation of
faxes, modem, data transfer?

Dr. PArgER. Not if the line quality is 5000 enough. If the line
quality is good enough and the switches don’t introduce bursts of
noise, then if the quality is good enough, digital switching isn’t ab-
solutely essential.

Mr. Wise. My 5 minutes has expired.

Mr. McCandless.

Mr. McCanpLess. Thank you, Mr. Chairman.

I am going to take a little different line of questioning here.
Having come up through the local government chain and having to
provide services to rural aieas, or attempting to provide service in
rural areas, the population density becomes an important factor in
providing any kind of service. The way I could take your statement
here is that if you are 50 miles from the nearest city, you or the
government or some regulatory power should provide a level of
service equal to that of downtown Manhattan, Los Angeles, or Chi-
cago. Now that's the general flavor I am getting of your statement.
Am [ in error?

Dr. Parxer. No, I am not recommending that there is an entitle-
ment program the Government should give the rural people the
exact same service that is available in urban areas, but I do think
that we have a number of rural small-town governments and tele-
phone companies who are trﬁni to find a way to make that play-
ing field more level, and I think giving some modest support is a
way to hg}g.

Mr. McCanpLess. We have something one refers to as economic
feasibility. If you have a limited subscribership to the phone com-
pany, for exzmple, it becomes very difficult to capitalize what is
necessary to bring that phone system up to what it is I think we
are talking about here, and to ever. service a debt at a lower inter-
est rate because of the lack of subscribers. How do you get around
something like that?

Dr. PARKER. I think in some cases where the rural community
and its telephone company just don't have the resources to pay for
the debt, I believe they would not apply for the REA loan in the
first place. It is not like we are requiring every single community
to have it whether they want it or not. This is recommended as a

an;l that helps those who do want it and need it to give a help-

{,n%d and.

r. McCanDLESS We have—and I must become regional here,
Oregon has a favorite slogfm, “Don’t come to Oregon, go to Califor-
nia,” or words to that &ifect, which means in plain English, not
Glenn's English, but plain English, we have enough people, we
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have en0u§h growth, we don't need any more, we want to retain
the life style that we have. )

Mr. ScxirF. Except on vacation. They invite you on vacation.
SoMtl}.i McCanpress. We always like fresh green money from down

uth.

They enjoy their milk, fiuit and vegetables and the quiet life and
a lack of intense urban development. If one begins to get involved
in trying to upgrade to the degree that we are talking about here,
certain rural areas, aren’'t we kind of going contrary to the life
style of those who moved into the area or inhabit the area looking
for that serene life?

Dr. Parger. Many of the people who would like to have the
amenities to be able to live in the rural environment and have
those amenities economically, don’t have that option and can’t
make that choice unless there is a way to earn a living there, and
this does provide an opportunity to have jobs and economic growth
that aren’t necessarily as intensive as in urban areas.

I think, given the depression in the logging indusiry and all of
the problems of the Oregon economy, because of the problems out
of loggingrand timber, I think they are more open now to other
avenues. Telecommunications is a very clean kind of development
rather than the smokestack kinds of industrial development.

Mr. WisE. And in a rural area, only 1 hour’s drive from here, we
want you. Come to West Virginia.

Mr. McCanprLess. We have high sulfur coal.

Mr. WisE. And low.

Mr. McCanpress. Thank you, Mr. Chairman.

Mr. Wise. Mr. English.

Mr. EncrisH. Thank you, Mr. Chairman.

Dr. Parker, some 50 years ago, we in the Congress and the U.S.
Government adopted the policy of universal telephone service and
the concept we would make this service available to virtually ev-
eryone in this country. The question I sup that is occurring
these days, though, is exactly what does that mean? Does that
mean that virtually every community, every person, has access to
the same level of service? Or are we going to see a gap? The gap
has already started to develop, it is going to continue to grow, I am
afraid, between the kinds of service that are available.

That kind of service has an impact not just on the person who
lifts up the telephone te use it, but it also has an impact upon the
educational opportunities for young people in those communities.
We are finding more and more that we might need fiber optics
with the two-way communications to be able to provide educational
opportunities to young people. We are finding as far as small busi-
ness and industries locating in rural communities, they need
modern, up-to-date communications systems.

In looking at this question of providing universal service, in
trying to deal with the problems of rural communications, should
we be looking at this in total as a package type of deal rather than
simply looking at trying to make certain, as Mr. McCandless was
pointing out, that a person sitting out on the end of a line some
place in a remote rural area is guaranteed the same type of service
tlt?xt sgmeone has who is located downtown Manhattan, for in-
stance?
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Dr. PARKER. There’s certainly a demand for comparable service,
and if we want to have jobs for people in rural areas, the busin«ss-
es aren't going to locate in rural areas that don’t have comparable
service. Where there’s any opportunity for economic development, I
think we want to be able to help the telephone companies that
need a little help in order to get that comparable service there.

I think we should have a national policy goal of what I call the
universal information acces: as the updated version of universal
telephone service. When all you could do on the telephone was talk
on it, then whether it was rural or urban, that is all you needed.
Now that all the urban phones are good for fax machines and data
modems and a variety of other services, the rural areas that don’t
have those services are disadvantaged severely.

Mr. EncrisH. But we also, of course, are looking, during these
difficult times of Gramm-Rudman and budget problems, at the abil-
ity to go out and to do this, to provide equal service to every
person, or even every community in the United States. Fiber optics
18 an expensive proposition. There are economics that come into
play with regard to not only the wisdom of moving in that direc-
tion but also it comes into play with the ability to do it.

Are we going to find ourselves in effect prioritizing where in
rural America we are able to put the most modern, up-to-date com-
munications systems, and should that be a part of the overall deci-
sions as to a community that in fact is going to have a chance to
grow in the future? Or do we put the system in and then simpl
hope?that maybe something will happen and that community will
grow?

I guess it is a chicken and egg type proposition. Have you any
solution for us as to which direction we should go in?

Dr. PARKER. I agree with you, it is probably too expensive to
think of putting fiber everywhere at this time, and I think it is not
our place to make the judgment is fiber more or less expensive
than copper or microwave or radio. For a lot of the rural areas, I
think the basic exchange radio telephone service, adding a radio
telephone to the rural household, is the way to solve the gxéoblem.
not fiber. I think those technol decisions may need to be madr
on a case-by-case and community-by-community basis.

And with respect to the Gramm-Rudman question, I really don’t
understand Gramm-Rudman scorekeeping, but I think—

Mr. Wise. Please don't feel bad, nobody else does either.

Dr. PARKER. It seems to me asking for an additional $150 million
in loan funds where the money will be repaid, it's sort of funny
scorekeeping to count all of the loans and not credit against it the
morx;:{ when it is paid back. I think the actual cost to the taxpayer
is ly the interest rate subsidy, and if there is a differential of 1

rcent between the borrowing rate and lending rate on $150 mil-

ion, the taxpayer cost is $1.5 million, and when you are used to
dealirg in billions and more, $1.5 million is not a lot of money,
which is why I said it was a modest proposal.

Mr. Encrisy. If I could, one fin ‘guestion with regard to that.
The fact of the matter is we do have Gramm-Rudman, it is ¢ ed
against us. it is something that we have to deal with and live with,
and it does mean that there is likely not enough in the way of re-
sources; $300 million is provided in the budget, $300 million is
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probably—well, $300 million is not going to be enough to provide
seed money for a new progrgm. We are going to have to take exist-
ing progams, and we have worked those, readdress them, and do
that with regard to the REA funds that we have.

So the question becomes one of priorities. How do we establish
those priorities? Which communities are, in effect, going to receive
assistance, and which communities are not? Or at least which com-
munities are going to receive them first if you would like? There
are some communities, there is no question in my mind, that be-
cause of the type of leadership they have in those communities, the
kind of people they have, they are very likely going to grow. There
are other communities, quite frankly, that I have got my doubts
about it, and I think we have all seen that.

I think it is probably up to the communities themselves as to
which ones grow and which ones don’t. Some communities don't
want to grow, they want things just like they have been, like they
were 10, 20, or 30 years ago, and that is fine if that is what they
want.

But at some point, it seems to me, we have got to devise a system
that assists those that in fact have that opportunity and use those
very limited resources in that regard. You don’t have any guidance
for us as to how we should appreach that, do you?

Dr. PaRkER. I agree completely with what you just said, I think
that is the right approach.

With respect to overall budget issues, in the larger scheme of
things, given that agricultural employment is only 9 percent of the
jobs in rural areas, I don't think we can depend on agricultural
policy to solve rural development policy, and you may want to have
some reallocation and reprioritizing within agriculture budgets to
support nonagriculture rural development programs.

ith respect to—for that piece, however much or little, that is
allocated to telecommunications infrastructure. I think you said, 1n
other words, what I said earlier about thirsty horses, I think we
have lots of thirsty horses, and they are the ones to be first in line
for whatever REA funds are available.

Mr. ExcrisH. Thank you, Mr. Chairman.

Mr. Wise. Thank you. Mr. Schiff.

Mr. Scrrrr. Thank you, Mr. Chairman. I have no questions.

Mr. Wise. I have one question I would like to ask, which is per-
haps a big question. Since the subcommittee has jurisdiction, are
there any policies of the FCC you think impede development in
telecommunications for rural areas?

Dr. PARkER. I think the FCC is to be commended for all of the
consideration they have given to rural areas in crafting their poli-
cies very carefully. I think the comments I would make are to some
extent fine tuning.

The major issue is to create incentives for the larger telephone
companies to upgrade their rural areas and their trunk lines that
connect the rural areas into the rest of the network, and it seems
to me that some kind of regulatory tradeoff could be entered into.
Some might call it a new social compact, others might more cyni-
cally call it a ;‘):)litical deal, but it seems to me there are things
that large telephone companies want from regulators in the way of
deregulation, and there are things the regulators should want from
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the telephone companies in the way of upgrading service quality in
rural areas. Maybe there is the makings for a deal there.

Mr. Wisk. I thank you very much. Dr. Parker, I may submit addi-
tional questions to you in writing. If so, I would ask you to return
them in writing, and we will make them part of the record.

Dr. PAREER. I would be very pleased to do that.

Mr. Wisk. I ale{preciate very much your coming here today.

Dr. PARKER. My pleasure.

Mr. Wise. The next panel, we are privileged to have from two
State public service commissions, we have the Honorable Marta
Greyto}l):. chairman of the Public Utility Commission of Texas rep-
resenting the National Association of latory Utility Commis-
sioners; and the committee is also glad to see returning the Honor-
able Boyce Griffith, chairman of the Public Service Commission of
West Virginia.

[Witnesses sworn.]

Mr. Wise. It is a pleasure to have you here. You both have a
good deal of experience, particularly in the area of rural areas. So I
would invite you to proceed in any way you want. Your written
statements will be made a part of the record.

Ms. Greytok, why don’t we start with you.

STATEMENT OF MARTA GREYTOK, CHAIRMAN, PUBLIC UTILITY
COMMISSION OF TEXAS, REPRESENTING THE NATIONAL ASSO-
CIATION OF REGULATORY UTILITY COMMISSIONERS

Ms. GreyTox. Mr. Chairman, I would like to read a portion of my
remarks {nto the record and then ask that the entire text be en-
tered into the record at the conclusion, and then I will stand ready
for questions,

Mr. Wisk, Certainly.

Ms. GreYTOR. Good afternoon. I wish to thank you for allowing
me this opportunity to discuss telecommunications issues facing
rural America.

As chairman of the Public Utility Commission of Texas and as a
member of the committee on communications of the National Asso-
ciation of Regulatory Utility Commissioners, I am vitally concerned
about the balance of interests at stake in bringing the information
age to all residents of our Nation.

My testimony today will focus on three issues: The introduction
of limited competition in telecommunications services, the impor-
tance of maintaining local exchange franchise boundaries, with
particular regard to the Texas ARCO case; and the public policy
challenges of bringing the information age to all citizens.

Let me begin with a brief discussion of our regulation of the local
exchange franchise. With very few exceptions, our 66 local ex-
change telephone utilities in Texas operate in a “singly-certified”
service territory. That is, our commission has granted authoriza-
tion to the telephone company to provide service within the specific
geogrgfhic area and has guaranteed that no other business or utili-
ty is allowed to provide local exchange service in that same area.

The regulated public utility exchange franchise arrangement has
served the public well for over 100 years. Since the late 1960’s,
however, the public telephone utilities have encountered a chang-

)
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ing environment that has brought new competitive challenges to
the previously secure monopoly market. ) .

Perhaps the clearest example of a now competitive service
market 1n the local exchange industry is the manufacture and sale
of customer premises equipment.

The transition of any service from a regulated monopoly environ-
ment to an unregulated free market has been, and must continue
to be, a cautious and well studied change. We, as policymakers,
must ensure that partial deregulation of telecommunications does
not endanger the availability of that service to our consumers, or
threaten to destabilize a fledgling competitive industry.

Earlier this year, our commission issued a report to the Tlst
Texas Legislature that evaluated the extent of competition in local
exchange and interexchange service markets throughout our State.
In that study we find that very little competition currently exists
for basic local exchange service in Texas.

Because, in my opinion, the provision of basic local exchange
telephone service remains a monopoly, we must preserve not only
the regulation of local service, but also the integrity of local ex-
change franchise boundaries. There is currently a Texas case on
appeal in the Federal court which, I believe, threatens to disrupt
the balance between the regulated monopoly and its protected serv-
ing area.

Allow me to provide you with a brief history of that case. In
1983, the Atlantic Richfield Co., or ARCO, expanded its rescarch fa-
cilities in Plano, TX, outside of Dallas/Fort Worth. Plano is in
GTE's service territory. ARCO used its own microwave link to con-
nect the Plano complex to additional Southwestern Bell circuits in
Dallas—effectively providing Bell dial tone to its Plano offices. In
doing so, ARCO claimed it needed ready and accessible access to
high quality telecommunications facilities that would link the
Plano complex with ARCO’s other operations around the world.
GTE objected, of course, because that rerouting represented not
only a great loss of local, private line, and toll revenue to the com-
pany, but an infringement on its service territory as well.

In 1985, the Texas commission ordered Southwestern Bell to
cease providing the additional circuits through which ARCO was
routing the service. ARCO petitioned the for relief. The FCC
preempted the PUC order, stating that the order violated a rate-
payer’s Federal right to interconnect with the public switched net-
work in ways that are ‘“‘privately beneficial without being publicly
detrimental.” We are now all anxiously awaiting the decision of
the Federal appeals court, and I understand that in May the hear-
ing was held on that.

believe that by allowing a large customer to receive local serv-
ice from a different exchange than that in which the customer was
located, the FCC has created the opportunity for tele;;lhone compa-
nies to “poach” large customers from one local exchange to an-
other. Such a policy, if upheld, will surely undermine the funda-
mental principles by which local exchange services are regulated,
and may have a particularly great impact on rural local exchange
customers. Without the assurance that every local exchange carrier
will have the right to serve those customers, large or small, who
locate in their service territories, what incentive will the carriers
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have to try to attract those companies to their communities? In
many rural areas, the local phone company is the single largest
economic presence and a community leader in the promotion of
economic development.

Moreover, business customers in rural areas serve a particularly
critical role in helping bring to those areas the latest technological
advantages in telecommunications, many of which their urban
neighbors may have already come to expect. If the local exc e
carrier loses those firms or fails to continue to attract those bnsi-
nesses, it may further postpone the availability of information age
technology to all residents in our country. )

This brings me to the final issue | will discuss today, and that is
the challenge we face in bringing the benefits of the “information
age” to all local telephone users. Aside from my formal remarks, I
would like to say I grew up in south Texas near the Rio Grande
Valley, and in that area, evan today, the black rotary dial tele-
phone is pretty “high tech.” 1 think it is important to note that
some of the questions that were asked earlier are ones that I can
definitely relate to, and I hope that we will bave an opportunity to
discuss those.

The cost of bringing new technologﬁ to the network is an issue
greatly magnified for our rural telephone subscribers. These sub-
scribers are doubly disadvantaged, in that rural networks ﬁ:&nerally
serve a fewer number of customers over which to distribute the
costs of the network upgrades; and furthermore the cost of install-
ing those upgrades may be higher due to the large distances the
network covers. We have a local telephone company in Texas, for
example, for which the nontraffic-sensitive cost of simply maintain-
ing its network, absent any upgrades, exceeds $2,000 per subscriber
per year-—over 10 times the national average.

early, this phone company would be unable to recover those
costs through local rates alone. And the additional cost of updating
the system to compare with that of the company’s urban counter-
parts would simply be prohibitive.

For those reasons, the Federal high-cost assistance program ad-
ministered through the National Exchange Carrier Association,
and the reduced rate loans offered by the are critical to the
well-being of Texas rural phone companies. The high cost assist-
ance program directly defrays the cost of maintaining the networks
that keep our farmers, ranchers, and other far flung citizens within
the reach of our telephones. And the REA loans help ensure that
rural phone companies can afford to undertake the expensive con-
struction and maintenance programs that keep those networks
working. Programs such as these must be maintained if we are
committed to ensuring that our rural subscribers do not become
technologically second class citizens.

I see the trends, clearly at the Federal level, toward shifting a
Freater and greater prlgggrtion of telephone service costs to the
ocal subscriber. The '8 subscriber line charge has now in-
creased every residential user’s phone bill by $42 every year. Texas
lawmakers and policymakers alike are committed to promoting
universal service in our State, and I believe that a «teagu y rising
burden for local subscribers is counterproductive to that purpose.
Moreover, I would like to promote universal service of a sort that
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does not discriminate between rural and urban subscribers but
smakee technology and economic benefits available to all our resi-
ents.

In closing, then, I would simply encourage our Federal policy-
makers to keep in mind the ongoing struggle of our rural neighbors
to keep pace with the rapidly changing world of telecommunica-
tions technology. I would urge them to preserve the integrity of the
local exchange franchise, because that is the cornerstone of our
regulatory framework and a critical element in our careful balance
of regulatory policy.

And, y, I would ask them to take every measure to ensure
that telecommunications technology is available not only to the
privileged urbanites, but to rural communities as well who are
equally concerned with preserving their own economic vitality.

Than you.

Mr. Wise. Thank you.

[The prepared statement of Ms. Greytok follows:]
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I appreciate having the opportunity to prasent a state
regulator’s perspective on this important issue in
telecemmunications. As Chairman of the Public Utility Commission of
Texas and as a member of the Committee on Communications of the
National Association of Regulatory Utility Commissioners, I am
vitally concerned about *“: balance of interests at stake in bringing
the Information Age tc 211 residents of our nation.

My testimony today will focus on three issues: the role of the
Tocal exchange franchise as a provider of regulated monopoly
services; the introduction of Jimited competition in
telecommunications services; and the public policy challenges of
bringing the information age to all citizens.

Let me begin with a brief discussion of the most basic principle
that guides us: requlation of the local exchange franchise. The
concept of local exchange carrier regulation is, of course, founded
upon the theory of the natural moropoly. Through regulation, we
protect consumers of the monopoly services from unfair pricing or
business practices that might otherw‘se occur in a monopoly
environrent. Moreover, we impose an obligation on the monopolist to
serve all of the consumers within its service territory in accordance
with our specifications. In Texas, for example, we require each
local exchange carri:r to provide service to ninety-five percent of
its applicants within five days of the request, and %o repair ninety
percent of its out-of-service lines within one day. in return for
these regulatory conditions, we offer the monopolist a protected

service area in which to operate.
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And how do we identify a monopolistic mark2t? Through a number
of economic measures, such as the existence of natural barriers that
would prevent other firms from entering the market--for example, the
economies of scale and the prerequisite capital investment--and the
extent to which the service may be substituted with other types of
services. Clearly, basic local telephone service qualifies as a
natural monopoly. There are few substitutes for a telephone, and the
cost of two or more companies building side-by-side local networks
would be prohibitive and wasteful.

With very few exceptions, local exchange telephone utilities in
Tex>s operate in a “singly-certified” service territory. That is,
our Commission has granted authorization to the telephone company-to
provide service within the specific geographic area, and has
guaranteed that no other business or utility is allowed to provide
local exchange service in that same area.

The regulated public utility exchange franchise arrangement has
served the public well for over pne hundred years. Currently, over
ningty-three percent of American households have basic telept.one
service. The quality of service generally remains high throughout
the country.

Since the late 1960’s, however, the public telephone utilities
have encountered a changing environment that has brought new
competitive challenges to the previously secure monopoly market,
Recognizing that potential competitors could bring new vitality to
the telecommunications industry, public policymakers have re-defined

certain aspects of th ,egulated monupoly framework to allow those
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competitors to enter certain portions of the utilities’ business
territories.

Perhaps the clearest example of a now-competitive service market
in the local exchange industry is the manufacture and sale of
customer premises equipment, or CPE. CPE, to the residential
consumer, is simply the telephone itself; to the business consumer,
however, ‘t may represent equipment as complex as a PBX or in-house
§witching mechanism. In a series of major public policy decisions,
the Faderal Communicatiens Commission determined that the provision
of telephone sets and other premises equipment should no longer be
treated as regulated monopoly service. As a result, competitors are
now allowed to provide telephones and other businass communications
systems in the telephone utilities® territory. In return, regulation
over the telephone company’s provision of those services has been
lifted.

The transition of any service from a -egulated monopoly
environment to an unregulated free market has been, and must continue
to be, a cautious and well-studied change. WNe, as policymakers, must
ensure that partial deregulation of telecommunications does not
endanger the availability of thal service to our consumers, or
threaten to destabilize a fledgling competitive industry.

State utility regulators are faced with a growing number of
service markets thz. are encountering competitive challenges; today,
however, our Commission believes that the level of competition in
those markets has not yet matured to a degree that would warrant

deregulation. <“ather, in those markets our Commission exercises its
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statutory authority to approve competitive pricing plans and detariff
services. Such flexible regulatory treatment allows the utility to
compete more effectively in the designated markets. As always, our
Commission continues to protect customers in those non-competitive
service or geographic markets through the traditional application of
Commission-approved, tariffed rates.

Earlier this year, our Commission issued a report ta the
Seventy-first Texas Legislature that evaluated the extent of °
competition in local exchange and interexchange service markets
throughout our state. We make one observation in that study which, I
believe, {s particularly relevant to my testimony today. That is,
very little competition currently exists for basfic local exchange
service in Texas. True, some services are currently available tunat
enhance customer access to the local exchange, such as cellylar and
rural radio-telephone systems. Those services, however, are not so
widely used nor universally applicable to pose a significant
challenge to the provision of local exchange service at this time.

We recognize that other systems, such as satellite or two-way
interactive cable television, might offer substantial competition in
the future, but that day has not yet arrived.

Because, in my opinion, the provision of basic local exchange
telephone service remains a monopoly, we must preserve not only the
regulation of local service, but also the integrity of local exchange
franchise boundaries. There is currently a Texas case on appeal in
the Federal Court which, I believe, threatens to disrupt the balance

between the regulated monopely and its protected serving area.

a1




26

Allow me to provide you with a brief history of that case. In
1983, the Atlantic Richfield Company, or ARCO, expanded its research
facilities in Plano, Texas. Plano is in GTE’s service territory,
ARCO used its own microwava link to connect the Plano complex to
additional Southwestern Bell circuits in Dallas--effectively
providing Bell dial tone to its Plano offices. In doing so, ARCO
¢laimed it needed ready and accessible access to high-quality
telecommunications facilities that would link the Plano complex with
ARCO's other aperations around the world. GTF objected, of course,
because that rerouting represented not only a great loss of local,
private line, and toll revenue to the company, but an infringement on
its service territory as well.

In 1985 tha Texas Commission ordered Southwestern Bell to cease
providing the additional circuits through which ARCO was routing the
service, ARCO petitioned the FCC for relief. The FCC pre-empted the
PUC arder, stating that the order violated a ratepayer’s federal
right to interconnect with the public switched network in ways that
are "privately beneficial without being publicly detrimental.” We
are nuw all anxiously awaiting the decision of the Federal Appeals
Court,

I believe that by allowing a large customer to receive local
searvice from a different exchange than that in which the customer was
located, the FCC has crecated the opportunity for telephone companies
to "poach" large customers from one local exchange to another. Such
a policy, if upheld, will surely undermine the fundamental principles

by which local exchange services are regulated, and may have a
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particularly great impact on rural local exchange customers. Without
the assurance that every local exchange carrier will have the right
to serve those customers--large or small--who locate in their service
territories, what incentive will the carriers have to try to attract
those companies to their communities? In many rural areas, tha local
phone company s the single largest economic presence and a comnunity
leader in the promotion of economic development,

Moreover, business customers in rural areas serve a particularly
critical role in helping bring to those areas the latest
technologi-al advantages in telecomunications, many of which their
urban ne’ighbors may have already come to expect. If the local
exchance carrier loses those firms, or fails to continue to attract
thos« businesses, it may further postpone the availability of
{nformation Age-technology to all residents in our country.

This brings me to the final issue I will discuss today, and that
is the challenge we face in bringing tha benefits of the "Information
Age" to all local telephone users. It's my experience that we al)
tend to play pretty fast and loose with that term. I beljeve
*Information Age* technology may have a diffzrent meaning to every
user, and that term is certainly a moving target over time.

I grew up in the Texas Rio Grande Valley, and in those days
having any kind of telephone at all was pretty high-tech. A black,
rotary-dial phone on an eight-party line was the best we could hope
for. In fact, that phone is sti]l in my home today. And while the
Rio Grande valley is making slow but steady progress in

telecommunications, and eight-party lines are few, still, the black
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rotary telephone and the absence of direct-dial long distance are the
facts of 1ife in that area.

Teday, however, most people expect to be provided with a
touch-tone telephone on a single-party line that's quiet enough to
handle computer modem transmissions and capable of directly dialing
worldwide without operator assistance. The challenge, then, is in
predicting with accuracy the services that consumers will expect as
part of their basic local service ten, twenty, or thirty years from
now. It's important that we carrectiy anticipate those consumer
demands in the regulated provision of basic local service. Those
demands will determine the extent to which we promote the developmant
of enhancements to the local network; and incerrect predictions conld
lead to costly errors for our utilities and our consumers.

The cost of bringing new technology to the network is an issuae
greatly magnified for our rural telephone subscribers. These
subscribers are doubly disadvantaged, in that rural networks
generally serve a fewer number of customers over which te distribute
the costs of the network upgrades; and furthermore, the cost of
installing those upgrades may be higher due to the large distances
the network covers. We have a local telephone company in Texas, for
example, for which the noen-traffic-sensitive cost of simply
maintaining its network, absent any upgrades, exceeds $2,000 per
subscriber per year--over ten times the national average.

Clearly, this phone cowpany would be unable to recover those
costs through local rates alone. And the additional cost of updating
the system to compare with that of the company's urban counterparts

would simply be prohibitive.
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For these reasons, the federal high-cost assistance program
adeinistered through the National Exchange Carrier Association, and
the reduced-rate loans offered by the REA, are curitical te the
well-being of Texas rural phone companies. The high-cost assistance
program divectly defrays the cost of mairtaining the networks that
keep our farmers, ranchers, and other far-flung citizens within the
reach of our telephones. And the REA loans help ensure that rural
phone companies can afford to undertake the expensive construction
and maintenance programs that keep those networks working.

Similarly, the Texas toll pooling system serves an important role
in halping al11 local subscribers in our state share in the cost of
promoting universal service to our rural neighbors. Qur toll pool
redistributes the revenues that local companies collect on intralATA
toll calls through a foraula based partly upon each carrier’s cost of
providing service.

Our current cost allocation methods are also important in helping
all of our state’s telephone subscribers enjoy the benefits of modern
technology. These cost allocations allow local carriers to recover
some of the cost of network upgrades through access charges to
long-distance carriers. A1l these cost and revenue-sharing programs
are simply the lifeblood of many of our small rural carriers, and
must be maintained {f we are committed to ensuring that our rural
subscribers do not become fechnologically second-class citizens.

I see the trends, certainly at the federal level, toward shifting
a greater and greater proportion of telephone service costs to the

local subscriber. ‘the FCC’s subscriber line charge has now increased
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every residential user’s phone bill by $42 dollars every year. Our
Commission has made every effort at the state level to see that our
share of the network’s cost is not similarly redistributed. Texas
lawmakers and policymakers alike are committed to promoting universal
service in our state, and I belijeve that a steadily rising burden for
local subscribers is counterproductive to that purpose. Moreover, I
would like to promote universal service of a sort that does not
discriminate between rural and urban subscribers. I would like to
see a universal service that makes technology equally available to
all our residents, so that they may enjoy the economic benefits that
such technology may offer.

In closing, then, 1 would simply encourage our federal
palicymakers to keep in mind the ongoing struggle of our ru-al
neighbors to keep pace with the rapidly changing world of
telecommunications technology. I would urge them to preserve the
fntegrity of the local exchange franchise, because that is the
cornerstone of our regulatory framework and a critical element in our
careful balance of regulatory poliry. And finally, I would ask them
to take every measure to ensure that telecommunications technolegy is
available not only to the privileged urbanites, but to rural
communities s well who are aqually concerned with preserving their

own economic vitality. Thank you.
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Mr. Wiss. Our next witness will be the Honorable Boyce Griffith,
I would like to make a personal observation. Boyce, I have had the
privilege of living outside the town of Glendenning, which is a
rural area much like what you come from, where you drive 5 miles
out of Clendenin, turn left, go 2 miles on the hard road, go half a
mile until you cross the creek, and when you pass through the
creek and you can’t go any further, that is our house. And the tele-
communications or the telephone system there has always been a
long-distance call from Clendenin to Charleston.

You became chairman 6 months ago, and when I went home 2
weeks ago and picked up the phone to call Charleston and dialed
“1”, they said I no longer had to do that any more. I want to thank
you for bringing modern telephone service to another rural area in
West Virginia. You are a heck of a chairman.

With that introduction——

Mr. GRIFFITH. Thank you, Mr. Chairman.

I didn’t realize I had done that.

Mr. Wise. There are a few things people have thanked me for,
too. You ought to take some credit for some of the things you may
not have done.

STATEMENT OF BOYCE GRIFFITH, CHAIRMAN, PUBLIC SERVICE
; COMMISSION OF WEST VIRGINIA

Mr. GriFrite. Mr. Chairman and members of the subcommittee,
I am Boyce Griffith, chairman of the West Virginia Public Service
Commission. I appreciate this opportunity to testify on behalf of
the State of West Virginia.

West Virginia is primarily a rural State of mountainous terrain
with many small communities aud cities, the largest having less
than 100,000 inhabitants. The total population of the State is less
than 2 million. Manufacturing and mining are the dominant indus-
cries. However, tourism and service industries have the highest
growth rate. Of particular interest in West Virginia is the growth
of telecommunications—linked businesses made possible by our up-
to-date telecommunications network.

The information age has brought jobs to West Virginia. The in-
formation age provides employment opportunities for rural Ameri-
cans in the service sector. Technology dees not recognize geograph-
ic boundaries. This enables telecommunications intense industries
to locate in rural areas and easily serve both rural and urban cus-
tomers.

West Virginia is served by 10 local exchange carriers totaling ap-
proximately 800,000 access lines, over 600,000 of which are residen-
tial. The Chesapeake & Potomac Telephone Co. of West Virginia
(C&P) serves 85 percent of the access lines with the rest served by
GTE South, Contel, Alltel, two cooperatives and several other smalil
telephone companies. Interexchange carriers include AT&T, MCI,
U.S. Sprint and several resellers and alternate operator service
companies. The public service commission allows intralata toll com-
petition within the State’s two primary latas and market area. Cel-
lular operations presently serve the Ohio and Kanawha River Val-
leys and several more wxﬁ go into operfxtion in the near future.
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By the end of 1989, C&P will have one party service to all cus-
tomers with equal access capability to 80 percent of their market.
By the end of 1991, 76 percent of the central offices will be digi-
tal—the highest penetration in the Bell Atlantic region. Interoffice
fiber optic is in place for the largest population areas and is being
deployed at a rapid rate throughout the State. Next year custom
local area switching service [class), made possible by the latest sig-
naling system, will be available in a large part of C&P’s service

area.

These developments have enabled C&P Telephone to place opera-
tor service centers in Fairmont and Parkersburg, WV which pro-
vide operator services not only to West Virginians but to their cus-
tomers in other C&P areas as well. A directory assistance center to
serve the Washi n, DC area is to open in Beckley in the near
future. C&P has located two collection centers in West Virgin-
ia to perform services for out-of-State areas. Bell Atlantic operates
a large multistate telephone directory distribution center from
West Virginia's eastern andle.

In 1987, AT&T opened a credit management center and a busi-
ness collection center in Charleston, one of three such centers in
the Nation. The centers have been expanded three times and now
500 West Virginians do AT&T collection for one-third of our coun-
try. Chilton h alse located an office in Charleston to con-
duct telephone surveys on customer satisfaction for the seven State
Bell Atlantic territory.

West Virginia University was the first locatior: in our region to
hﬁve a full, working integrated services digital network [ISDN] ap-
plication.

One of four AT&T satellite communications centers which trans-
mits and receives voice communications for the main long distance
company with international service from Europe, Africa, and a
Wm' T‘]’f}? of South America is located in Preston County at Etam,

. This information age service requires unique terrain found
only in remote rural areas.

Aside from a technologically advanced telecommunications
system, other considerations which attract telecommunications/de-
pendent-type service to rural areas, such as West Virginia, include
a readily available work force, often not found in major metropoli-
tan areas, low crime, a generally lower cost of living compared to
urban areas, and the availability of affordable lease space.

Potential information type activities in a rural State could in-
clude electronic banking, catalog sales and services, computerized
warehousing, airline/hotel reservation systems, credit card oper-
ations, telemarketing, and remote 800 answering services.

The telecommunications infrastructure of a State is as important
to its economic development as is its highways, waterways and rail-
ways. The importance of a state-of-the-art communications system
can hardly be overstated in the upcoming information age. To
States such as West Virginia with terrain barriers limiting road
and rail construction, telecommunications is by far the most effi-
cient link to provide connection to the rest of the Nation and to the
world for that matter. Fax machines, video-audio teleconferencing,
voice messaging and retrieval, packet switching, intelligent net-
work, satellite communications, and host of enhanced services and

38




33

features yet unheard of opens up rural areas for economic develop-
ment as never before and effectively ends gecgraphic isolation.

One thing to guard against is toll rate deaveraging. Deaveraging
would put rural areas at a big disadvantage in that high density
areas would enjoy lower rates than less dense rural areas, making
them less attractive locations for information and other type indus-
tries.

In conclusion, I believe it is imperative for rural States to be po-
sitioning themselves to participate in the information age by limit-
ing, to the degree practicable, roadblocks which may inhibit the de-
velopment of an efficient, modern, communications network while
maintaining universal service through reasonable, affordable rates.

[The prepared stateinent of Mr. Griffith follows:]
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#¥r. Chairman and Mambers of the Subcommittee, I am 3oyce
Griffith, Chairman of the West Virginia Public Sarvice
Sonmission. I appreciate this opportunity to testify on behalf

of the State of West Virginia.

West Virginia is primarily a rural state of mountainous
terrain with many small communities and citiea, the largeat
having lesa than 100,000 iphabitants. The total population of
the state is less than 2 millien. Manufacturing and mining are
the dominant industries. However, tourism and service industiries
have the highest growth rate. Of particular interest in west
Virginia is the growth of telecommunications - linked businesses
made possible by our up-to-date telecommunications network.

The information age has brought joba to West Virginia. The
information age provides employment oppo-tunities for rural
Americans in the service sector. Tethnology does not recognize
geographi¢ boundaries. This enables telecommunications intense
industries to locate in rural areas .nd easily serve both rural
and urban customers.

West Virginia 1s sgerved by 10 local exchange carriers
totaling approximately 800,300 access lines, over 600,000 of
which are residential. The Chesapeake and Potomac Tealephone
Company of West Virginia (C & P) serves 85% of the acceas lines
with the rest served by GTE South, Contel, Alltel, two
cooperatives and several other small telephone companies.

Interexchange carriers include A T & T, MC!, U. S. Sprint and
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sevaral resellera and alternate operator service companiea. The
Public Service Commission allows intraiata toll competition
within the State's twe primary latas and market area. Cellular
operations presently serve the Ohioc and Kanawha River Valleys and
several more will go into operation in the near future. By the
end of 1989, C & P will lLave one-party service to all customers
with ~qual accesa capability to 80% of their market. By the end
of 1991, 76% of the cential offices will be digital - the highest
penetration in the Bell Atlantic region. Interoffice fiber optic
is in place for the largest population areas and is being deployed
at a rapid rate elsewhere. Next year custom local area switching
services {(Class), made possible by the latest signaling aystem,
will be available in a large part of C & P's service area.

These developments have enabled C & P Telephone to place
operator service centers in Fairmont and Parkersburg, West
Virginia which provide operator services not only to West
Virginians but to their customers in ather C & P areas as well.
A diresctory assistance center to serve the Washingten, D.C. area
is to open in Beckley in the near future. C & P has also located
two collection centers in my state to perform services for
out-of-state areas. Bell Atlantic opsrates a large multi-atate
telephone directory distribution centerx from West Virginia's
eaatern panhandle.

In 1287, A T & T cpened a credit management center and a

business collection center 1n Charleston, one of three such
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centers in the nation. The centers have been expanded three
times and now 500 West Virginians do A T & T collection for
one-third of our country. Chilton Research alse located an
office in Charlestun to conduct telephone surveys on customer
satisfaction for the seven-state Bell Atlantic territory.

West Virginia University was the first location im our
ltegion to have a full. working Integratad Services Digital
Network (ISDN) application.

One of four A T & T satellite communications centers which
transmits and receives voice communications for the main long
distance company with international service from Europe. Africa
and a major part of South America is located in Preston County at
Etam, Weat Virginia. This information age service requires
unique terrain found only in remoc¢e rural areas.

Aside from a technologically-advanced telecommunications
system, other considerations which attract telecommunications/
dependent-type services to rural areas such as West Virginia
include a readily available workforce, often not found in major
metropolitan areas, low crime, a gyenerally lower coat of living
compared to urban areas, and the availability of affordable lease
apace.

Potential information-type activities in a rural state could
include electronic banking, catalogue gales and services,
computerized warehousing, airline/hotel reservation systenms,
credit card operations, telemarketing, and re.ote 800 answering

services.
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The telecommunications infrastructure of a state, is as
important to its economic development aa is its highways,
waterways and railways. The importance of a state-of-the-art
communications mystem can hardly be overstated in the upcoming
information age. To states such as West Virginia with terrain
barrisrs limiting road and rail construction, telecommunicationsa
is by “ar the most efficient link to provide connaction to the
rast of the nation and to the world for that matter. Fax
machines, video-audio teleconferencing, voice messaging and
retrieval, packet switching, intelligent network, satellite
communications, and host of enhanced services and featurea yet
unheard of opens up rural areas for economic development asg hever
before and effectively ends geographic isolation.

one thing to gquard against, in my opinion, is toll rate
deaveraging. Deaveraging would put rural arecs at a big
disadvantage in that high density areas would enjoy lower rates
than lesa dense rural areas making them less attractive locations
for information and other type industries.

In conclusion., ! beliave it is imperative for rural states
te be positioning themselves to participate in the information
age by limiting, to the degree practible, roadblocks which may
inhibit the development of an efficient, modern, communications
network while maintaining universal service through reasonable,

affordable rates.
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Mr. Wisk. I want to thank both of the witnesses very much.
Let me start, Mr. Griffith, with you.
In your last couple of parsgraphs, you mentioned your concern

about deaveraging.

To what extent is that under your control as a State public serv-
ice commissioner and to what extent, if any, does the have a
role in that?

Mr. GrIFFITH. I think probably both of the FCC and our commis-
sion would influence that. Hopefully, that will never occur from
the FCC jurisdictional standpoint. If you did, it will have a devas-
tating effect on the rural area customer.

Mr. Wise. Ms. Greytok, do you have a response?

Ms. GreYTOR. I would concur with the chairman.

Mr. WisE. Let's suipose that a telephone company under your ju-
risdiction upgrades the telephone exc e to ge.r?vade modern digi-
tal service before the older analog switch has been fully depreciat-

The question is who pays for the undepreciated cost for taking
the switch out of service at that point?

Mr. GrrFrrri. In West Virginia, the customer pays it. We amor-
tize it over a period of 10 years.

Ms. Grry1ok. In Texas that is taken into consideration in the
rate case. If it is something the company proves as essential to
their service and beneficial to the ratepayer, then the ratep:grer
pays for it. If it is not proved up, the portion that isn’t proved is
taken out of the rates.

Mr. GriFFrTH. Mr. Wise, I might also indicate that is not an auto-
matic thing. In West Virginia, every new improvement a telephone
company or carrier makes has to be certificated by us in advance.

In other words, it is not automatic that they can upgrade a
system and let somebody pick up the cost. We determine that in
advance by a certification procedure before the commissicner.

Therefore, we maintain some control over it.

Mr. Wise. Do you feel that for rural areas your depreciation and
cost recovery policies encourage companies to upgrade facilities?

Ms. GreyTOR. I think companies have been in Texas, Mr. Chair-
man, comfortable with the fact that they have received even
handed treatment in the rate cases regarding their upgrades.

Mr. Wise. Ms. Greytok, I was struck reading about the ARCO
case. Now, Plano—is it Plano?

Ms. GrEYTOK. Yes, sir.

Mr. Wise. That is not exactly a rural area?

Ms. GREYTOK. No, sir. It is more urban. I think it is important to
notz in Texas you actually only have 2 of our 66 telephone compa-
nies that are servicing large numbers of urbanites.

The rest of them have largely rural customers. What we are con-
cerned about here is not the legalistic points, but the greater policy
issues.

Mr. Wisk. The implications for that are great for rural America?

Ms. Greyrok. Yes. And the implications of breaching franchise
boundaries are of great concern to our commission.

Mr. Wise. That seems to me to be directly a result of the FCC’s
decision. Is that a safe statement?

Ms. GREYTOK. Yes, sir.
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G nl\gitgrsn In West Virginia can we have a similar situation, Mx.

Mr. Grirrrrd. We did have. In fact, in 1969, it was not in the
communications industry. It was in the natural gas industry.

As you well know, there were many glass factories in the Clarks-
burg area served by the Consolidated Gas Co. ther, and the local
operating company was Hope Natural Gas Co.

There was a developer of natural gas that moved in and drilled
seven wells on the perimeter of Clarksburg. It moved in and took
all the business away from the glass makers because they could
sell the gas at a much cheaper rate.

As a result of that, Hope lost a substantial part of its industrial
business. The West Virginia Public Service Commission, in effect,
enjoined that because this company was not a utility at all. It just
moved in and raided the industrial customers.

This is very similar to the case in Texas. The certificated area for
that gas company was violated by that comtgany.

It is not a regulated industry at all in that respect. As a result,
all the other customers of the Hope system had to go in and pick
up all the costs to roll into that Hope Gas Co., which increased the
rates of the domestic customers and the commercial customers, at
the same time decreasing them for the ones not regulated.

Mr. Wise. Do gou see a similar situation arising in the telecom-
munications field affecting rural areas?

Mr. GrirFii.. I can conceive of it hagpening. That may be one of
the areas that this modern technolegy hrings. I don't know.

Mr. Wise. Let me ask both of f\lrou the same question I asked the
previous witness, which is are there specific policies in place
now that you feel impede development of modern telecommunica-
tions for rural areas?

I suspect, Ms. Greytok, you would point to the FCC involvement
in the ARCO case. I wondered if there is anything else?

Ms. GreyTOK. I think in that icular instance, what you are
s&;eing is setting up a scenario whereby poaching could easily take
place.

Obviously, that would lead to a situation where the large tele-
phone companies could go out and encour: large companies, in-
dustrials, and so forth, to receive the benefits of their system be-
cause it had greater technological advances and lower rates and
thereby strained a lot of your smaller telephone companies and
their residential customers with literally no economic development
and a situation where they were picking up the tab for all of it. I
think that is where we are concerned.

We are concerned that they stay within their franchise bound-
aries in order not to allow this kind of cream skimming to occur.

Mr. Wisg. In this case of cream skimming, GTE has financial re-
sources beyond many smali, rural telephone companies. Perhaps,
GTE is going to survive.

I question what this would mean in, say, in an area of Texas or
West Virginia, or any rural area where you didn’t have a company
the size of a GTE.

It seems to me you could about wipe that company out if you
took that major, if you took a major company like ARCG out of the
rate base; wouldn't you?
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Ms. Greyrok. I think so. If you look down to the Rio Grande
Valley, where you are beginning to have a lot of maquiladoras and
twin plants, and across the border where you are getting support
systems for those plants, including the manufacturers of small
parts that are shipped across the border and then assembled, those
small companies will be realistic about technology. They need the
kind of support we have described.

Also, they are going to be able to have that cream skimming or
poaching occurring within their franchise boundaries. I think that
i8 an important issue.

Mr. WisE. From your work with the National Association of Reg-
ulatory Utility Commissioners, are you seeing this practice occur-
ring in other areas of the county? You bave brought one lawsuit. It
is working its way up through the Federal judicial system. I
wonder if this is an increasing problem?

Ms. GREYTOK. From the short time I have been with telecom-
munications, Mr. Chairman, let me say this case seems to have ac-
quired the most attention of any of the ones that have come along
for quite some time, mainiy because of the situation it would
impose for, I think, case law for all of the States.

In our discussion at NARUC it has acquired sort of a preemi-
nence all its own.

Mr. Wisk. In terms of FCC policies, do you have any suggestions
or any concerns as FCC policies have applied to the development of
telecommunications in rural areas?

Mr. GriFriTH. None other thar the decision they have made with
alternate operator services. That, I think, sticks out in my mind as
certainly the case that they have dealt with from Texas.

We deal in legal precedents in this country. Certainly if that case
is sustained in the Federal courts and upholds the FCC, I think you
can look for it.

Mr. Wise. I am not excited about the decision they made in AOS
either. We might be revisiting that again shortly.

I appreciate your being here.

Mr. McCandless has questions.

Mr. McCanbLEss. Thank you.

I have a couple.

Mr. Griffith, in your testimony you talked about certain levels of
service and the goals that have been set at some point or at least
an objective has been accomplished to provide this level of service.

Was that as a result of your State public utilities commission
saying to certain telephone companies serving certain areas that
you have a time line on which to upgrade your area of jurisdiction
since it is a public utility and since you have a franchises, we want
you to be able to provide this service by a certain date?

Mr. GriFFrTH. We normally have reporting periods by the utili-
ties to the commissioner——

Mr. McCanbpLess. Would you pull that microphone closer?

Mr. GrirriTH. We have reporting periods normally. Most of the
time we don’t even have to ask. They come to the report and they
tell us about their progress in expanding and making top grade
communications available to everybody.



42

As you may or may not know, we are a State that has many hills
and a lot of valleys. It is very difficult and expensive to provide
telephone services.

I think our telephone utilities have done a marvelous job in
bringing & modern, updated telephone service practically to every-
body in the State. I think it is the fact that we have had a good
genuine, bona fide relationship between the utilities and the regu-
lators that we have this.

So I think the answer to your question is, yes.

Mr. McCanpLess. Ms. Greytok, I found your comment about the
Rio Grande Valley very interesting. That part of Texas is very
competitive with my part of the country as far as agricultural com-
modities are concerned.

You talked about the service there, and I am not sure at what
level we currently have the service. The chairman talked about the
chicken and egg t.heoar‘y.

The Rio Grande Valley has been developing over the last 5 years
as a very important southwestern agricultural area bringing with
it jobs, packing, shipping, and all of the various and sundry other
service activities.

Has that then brought with it the necessary base upon which to
improve the service or have you and Texas as a result of more
demand, said to the providers in that area either provide a service
to continue this growth or find a buyer?

Ms. Gzevrok. I don't think we have approached it quite in that
manner. I do feel that in that part of the State they are beginning
to upgrade, Eartieularly in the area that you are speaking of, down
in ;he Edinburg, Harlingen area and then over inte Eagle Lake,
and so on.

There are some uf(fradea, but there is room for more. I will say,
having been in a field full of watermelons and wishing that I had a
hard ootpy order instantly, you certainly cannot underestimate the
value of, say, facsimile technology. If you have to wait until you get
the order by some other method, the price may have fallen 2 cents
or whatever. Although there may be a phone on a pole out in the
watermelon field, there is not a facsimile machine attached.

It is some that you wish were available. It certainly is avail-
able probably for most of the produce sheds in the lower Rio
Grande Valley and for the shippers.

But that technology is a recent thing. The telephone companies
are, I think, moving as rapidly as possible to provide the service.

I think some of the smaller telephone companies, however, in our
State have had needs that are a little bit beyond what they can
handle. They would like to go ahead and put in place the technoclo-
gy thalt: would then allow them to attract that same type of devel-
opment.

As a comparison I remember when they built the freeway be-
tween Houston and Galveston. All of us wondered what i: the
world it was for.

It was massive sheets of concrete, and back then it was going ro-
where as far as we could see. Today, it is so crowded, it is impossi-
ble to g:ive it. They have been upgrading it for as long as I can
remember.
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Back in my early days it looked like a useless expenditure. I also
remember that and think about it in regard to telecommunications.
gleirtam' ly we don’t want a lot of useless telecommunications capa-

ility.

But in the areas that will provide for jobs and for economic de-
velopment, I am extremely suppertive of it because I can’t help but
feel that obviously the tax dollars are going to increase when the
jobs increase and people are all working to their full effort.

Since they will be pag;ng back the Joans that were mentioned, I
think, as was said by Dr. Parker, the cost to the taxpayers is the
interest differential, and the interest probably will be more than
offset by in the increase in jobs and opportunities for the constitu-
ency.

So I, while being a very strong conservative, also feel there is
nothing more important than jobs and economic development to
enhance our citizens’ way of life and the quality of life. That is why
I am testifying cn behalfy of that today.

Mr. McCaNnpLEsS. The other question I have deals with the up-
grading and developing improvement of communications in grow-
ing areas.

An example, for purposes of our discussion, the Chileo Valley
Telephone Co. used to be owned by a family. The elder used to do
all the collecting of the pay phones hiiuself and then go down to
the bank at 3 o’clock after it closed and then put all the money out
and count it.

A pretty basic type of accounting principle and operation. If
there was sny static on the line, we always said, well, the cows got
too close to the barb wire fence. And she will move in a little while,
and it will go away.

It went from that and then the Califernia Telephone for awhile
and then to GTE.

The resources to the two previous to GTE were not available to
them to continue to keep up the technolegy and the growth of the
area and it required capital outlay.

Isn’t this kind of the ultimate for any growing area where you
have a rural telephone company or a small company that maybe
has a limited number of stockholders and do not have the re-
sources? Isn’t that the ultimate way you accomplish the upgrading,
is to merge with a larger, more resource oriented people?

Ms. GrReyYTOK. Perhaps to some extent.

_ Mr. GriFrITH. | think that has already happened in West Virgin-
ia.

Mr. McCanpLess. That could be then more and more in the
future as West Virginia and other rural areas develop that you
would find your capital and find your improvements through merg-
ers or buyouts or sales?

Mr. GrirFiTH. Yes.

Of course, any time that larger companies do it, as long as you
have REA money, you are able to keep the rates down. Certainly
nl;)a inv?;tor such as C&P could borrow that type of debt capital at
that rate.

Mr. McCanpLEss. You brought up the point of REA money. Last
year we talked about how do you establish the interest rate for
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telephone loans, and so on, and so forth, through the public funded
corporation.

It seemed to me like there was available money that was not
being utilized in both the REA and its equipment to rural tele-
phone organizations, available capital without increasing the neces-
sary availability of money; is that true, or am I incorrect?

Mr. GrirrFiTH. I don’t think I know the answer to that.

Mr. McCanpLess. Ms. Greytok, do you?

Ms. GREYTOK. I do not know——

Mr. Wise. Mr. Schiff.

Mr. ScHirF. I understand your description of telecommunications
in what we are calling rural areas. I am not quite sure I under-
stand, is there a specific request here for Federal dollars to do
something?

Ms. GreyTOK. I think basically I am asking that you be sensitive
to the needs of the three areas that I spoke to. One, the franchise
?ogndari&& and what happens with the types of cases that we have
aid out.

Also the situation as regards to rural America and rural Texas
specifically. And if that does come down to an enhancement of
El;oie funds, be sensitive to that and be aware they will be paid

ck.

I certainly do understand comments regarding the larger phone
companies purchasing the other phone companies. We have a good
situation in Texas regarding our rates.

So far we have managed to see the survival of the 66 phone com-
panies in the State, the two very large ones and then all the small-
er ones. I would not want to recommend that they give way to the
two larger cnmtﬁmiee.

I would sa t I don’t think they are frivolous in their applica-
tion for the loan funds. They do not want to go out and purchase
more equipment or more updates than are necessary.

I do stay in close touch with the Texas Telephone Association.
They are very prudent in the way they handle their business. We
also have some of the types of arrangements like you just men-
tioned. Some of them are being purchased by yet another smaller

hone company, not the two large ones. We are seeing some merg-
g of those interests.
r. ScHIFF. Thank you.

I have just wanted to make sure I had that in my mind, the level
of awareness we are being asked to take here.

Thank you very much, Mr. Chairman.

Mr. Wise. I like the way that you translate level of awareness
into dollars.

I want to thank both of you very much.

Mr. WisE. Our third panel will be composed of four persons.
Dvgght Welch, general manager of the Hardy Telephone Co. That
is Hardy County, WV, representing the National Telephone Coop-
erative Association.

A. Gray Collins, Jr., senior vice president, external affairs, Bell
Atlantic, representing the U.S. Telephone Association.

Margaret Goatcher, president of the Cimarron Telephone Co.
representin% the Organization for the Protection and Advancement
of Small Telephone Companies. And Curtis A. Sampson, president
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and chief executive officer, Communications Systems, Inc., repre-
senting the National Rural Telecom Association.

If the four of you would take your place at the table.

[Witnesses sworn.)

Mr. Wise. As with the other panels, your entire written state-
ments will be made a part of the record. Please feel free to summa-
rize.

Why don’t we proceed in the order in which I named you.

If Dwight Welch would begin, it is always good to see you again.
You are a frequent person before this committee and other commit-
tees.

You represent your particular interests and those of the Nation-
al Telephone Cooperative Association very well as well as the fact
that you are a high school classmate.

I think we ought to put all of that on the record.

STATEMEN?! F DWIGHT WELCH, GENERAL MANAGER, HARDY
TELEPHONE CO., REPRESENTING THE NATIONAL TELEPHONE
COOPERATIVE ASSOCIATION

Mr. WeLcH. Mr. Chairman, distinguished members of the com-
mittee, my name is Dwight Welch, and I am the manager of the
Hardy Telephone Co., which serves approximately 1,800 customers
in rural West Virginia.

In addition to Hardy, today I am also appearing on behalf of the
National Telephone Cooperative Association which represents
nearly 500 smal! telephone systems in 42 States. It is a pleasure
meeting each of you and 1 appreciate the opportunity to appear
before you.

The topic of my agenda today is rural telephony and the continu-
ing need for the Rural Electrification Administration and the rural
telephone bank telephone loan programs.

ugh the REA and RTB telephone loan programs, we are able
to spawn rural development while maintaining our commitment of
making affordable telephone service universally available to our
rural customers.

In seeking this objective, we at Hardy, and our fellow NTCA
members, are helping ensure America's rural sector remains a
viable force in improving the country’s overall economic health and
that rural Americans have the same access to jobs, education and
services that are available to our Nation’s urban population.

Through the use of advanced telecommunications, there is little
our ruril communities couldn’t accomplish.

Mo .n telecommunications service is a vital part of rural Amer-
ica’s infrastructure and the REA telephone loan program is the
heart of rural telecommunications.

The existing REA and RTB lending programs are available to
implement most of the changing needs of rural telephone compa-
nies and cooﬁeratives. As loan programs which charge the borrow-
er interest, they are relatively self sufficient.

Indeed, many in this room may be surprised to learn that in the
history of these two programs never once have they experienced
borrower default. So, at the moment funding is secondary to the
far greater problem of the unenthusiastic management of these
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very programs that could easily be used to improve rural econo-
mies.

The REA and RTB telephone loan programs are stalwarts of
rural development. But, the programs bave certainly not run their
course. A percentage of rural America remains unserved. And, ex-
isting service must be continually upgraded to meet the technology
standards of today thus ensuring the future growth of our rural
communities.

Hardy Telephone Co. would not be here teday without this vital
program. As of the late 1950’s, there was no telephone service in
the Lost River area.

The citizens had requested service from GTE which serviced
neighboring communities but GTE felt that because the Lost River
area was so sparsely populated and costly to serve that they
couldn’t economically justify it.

Thus, a group of citizens banded together from a telephone coop-
erative. The coop received an REA telephone loan and telephone
service finally came to our community. REA has been playing an
active and vital role for our cooperative ever since.

When [ joined Hardy in 1982, the system was losing $160,000 a
year and nearly unable to make its payroll. But, REA helped the
system completely integrate digital switches by 1987, and in 1988
we installed a toll microwave radio system.

Qur net worth is no longer negative and we are submitting an
application for a new REA loan for outside plant and one more
remote digital office. Also a portion of the funds will b: .-sed to tie
fiber from the host switch to a remote.

Thus, you can understand the very real need that continues to
exist for this important program. The fact that estimates indicate
it will take nearly two decades before all rural areas are able to
compete technologically with the urban areas only underscores this
issue—Aspen Institute study.

Simply ensuring the existence and enhancement of the REA tele-
phone loan program, however, will not guarantee borrower success
and the commencement of rural! development. Improving the
lengthy loan application approval process is an equally important
issue.

Finally, the last key that is necessary to unlock the REA tele-
phone loan program is congressional assistance in addressing many
of the restrictive REA program regulations that the agency has re-
cently issued.

Mr. Chairman, I know you are already familiar with this issue,
but I did want to let you know it is a major concern to us.

These regulations would have a b negative impact on rural
development if left unchanged. Many needy borrowers wou'd be
disqualified from the program due to low tier ratios and loan matu-
rities could be sped up enough to actually increase subscriber tele-
phone rates.

Members of the committee, in general g0 much is possible under
the REA telephone loan program, yet as of late so little is being
accomplished simply due to the uncooperative nature of the admin-
istration.
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It is a problem that could easily be rectified through legislative
language that could be incorporated in any one of the many agri-
cultural oriented measures that are considered this year.

In closing, I would like to thank each of you once again and to
remind you of the importance of maintaining our rural telecom-
munications network. Preserve it now and the entire country will
prosper.

With your help the telecommunications industry in rural Amer-
ica can maintain the universal concept that industry and govern-
ment have worked so hard to build and maintain through the
years.

I ask for your continued support of the REA and RTB telephone
loan programs on behalf of the rural telephone subscribers who are
the direct recipients of the benefits these programs offer.

[The prepared statement of Mr. Welch tgllows:]
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Mr. Chairman, distinguished members of the Committee, my name
is Dwight Welch and I am the Manager of the Hardy Telephone
Company, a small cooperative in Last River, West Virginia. In
addition to Hardy, today, I am also representing the National
Teleaphone Cooperative Association. It is a pleasure meeting each
of you and I appreciate the opportunity to appear before you.

Briefly, NTCA is a national trade association representing
nearly »00 small telephone systems serving rural consumers in 41
states. Hardy serves approximacely 1,800 customers throughout the
rural confines of Eastern West Virginia. Our subscriber density
is only 2.3 per route mile of telephone cable which is extremely
low when compared to the telephone industry as a whole which
averages over 50 customers per mile. As a further point of
reference, the Bell companies serve about 130 customers per mile.
Thus, you can understand the need and continued importance of rural
oriented systems such as Hardy.

The topic of my testimony this morning is the continued
impartance of the Rural Electrification Administration Telephone
Loan Program, not on.iy to NTCA members and their subscribers, but
to all of rural America. This program i3 one of the country’s
firat and finest examples of a successful rural development
program. The central focus of all NTCA members and other small
telcos must and will always be to utilize all available resources

in making affordable telephone service universally available to our
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rural customexs. And, the gquality of such Service must always
equal that which is available to urban residents. In seeking this
goal, our efforts can and will ‘spark telecommunications related
rural development which helps to ensure America’s rural sector
remains a viable force in improving the country’s overall ecConomic
health and that rural Americans have the same access to Jjobs,
education and Lealth care that are available in our nation’s urban
communities.

Now, as each of us is aware, distance is perhaps the greatest
obstacle associated with rural life. Fortunately, this obstacle
can be overcome with ever increasing effectiveness, through the use
of modern telecommunications facilities and SbLQices.
Telecommunications can mitigate the so-called penalty of distance
in such a way as to ensure rural areas are able to compete with
urban areas in previously unimaginable ways. This is especially
so during this “information age® that has been and will continue
proliferating our society for decaaes.

Through advanced telecommunications, there would be little our
rural communities couldn’t accomplish.

Though we would expect money to Play a central role in
carrying out such lofty objectives, this is not the case in this
situatien. The existing REA Telephone and Rural Telephone Bank
lending programs are available to implement most of these community

services. As loan programs which charge borrowers interest, they



O

ERIC

Aruitoxt provided by Eic:

51

are relatively self sufficient. Indeed, it might interest the
people in this room to know that in the history of these two
programs naver once have they experienced a default by a borrower,
This is terrikly impressive! So, at the moment funding is
secondary to the far greater problem of burdeasome Administration
proposals that in many ways are restricting our ability to move
ahead with rural telecommunications development. Perhaps where
this is more evident than anywhere else, is in regard to the REA
Telephone lLoan Programs.

Indeed, as I mentioned earlier, the REA Telephone Loan Program
is one of the country’s stalwarts of rural development, Today,
rural America is 95 percent serviced with at least the most basic
form of telephony. This would not have been possible without the
REA program. 3But, the program has certainly not run its ccurse.
A percentage of rural America remains unsecved. And, existing
service must continually be upgraded to meet the technology
standards of today thus ensuring the future growth of our rural
communities.

Hardy Telephone Company would not be here today without this
vital program. As of the late 1950’s, there was no telephone
service in the Lost River area. The citizens had requested service
from GTE which provided telephcne service for neighboring
communities but GTE felt that because the Lost River area was so

sparsely populated and costly to serve that they couldn’t Justify,
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from an economic point of view, providing initial telephone sexvice
to the region. A group of citizens then banded together and
formed a telephone cooperative. The coop received an RTA loan and
telephone service finally came to our community. REA has been
playing an active and vital role for our cooperative ever since.
when I joined Hardy as the Manager in 1982, the telephone system
was losing $160,000 a year and at the point of not making payrell
payments. However, with the help of REA, Hardy went completely
digital as of 1987 and in 1988 we installed a toll microwave radio
system. Our net worth is no lenger negative and we are submitting
an application for a new REA loan for outside plant and one more
remote digital office and we 'sill be using these funds to tie our
host and remote switches together with fiber optics cable, and to
provide our most remote subscribers with basic radio service.

As you well knew, recent Administrations have felt that the

REA Telephone Loan program has outlived its usefulness and thus

.should be dismantled. In an effort to cement this concept into the

minds of the American public as well as the Congress, those in
charge of the program have Simply chosen to under-utilize it.
Clearly this was not the intent of the implementors of the REA
program nor of s~cures of subsequent government leaders, sv:h as
yourselves on this committee, who have been extremely supportive

of the REA and RTB Telephone Loan program.
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It may Come as a surprise to many that the REA Telephone Loan
program does not exist simply to provide loans for telephone lines
alone. Loans can include funds for developing ox acquiring
physical plant such as buildings, computers and other tools,
vehicles and additional operating equipment. In addition, loans
are not simply to fund projects in yet unserved areas. REA
Telephone Loans are allowed and indeed encouraged for purposes of
upgrading existing service areas. This would include replacing old
cables with new fiber optic lines:; installing advanced digital
switches guaranteeing ecual access, and Should include cellular
service encouraging general business competition. Seriously,
upgrading is especially critical because estimates indicate that
at the current rate of upgrading, it may be more than two decades
before all rural areas are able to fully compete tethnologically
with urban areas.

Simply ensuring the existence of the REA Telephone Loan
program, however, will not guarantee borrower success. Improving
the loan application and approval process is an equally important
issue. Currently, due partially to foot dragging by the
Administration as well as a complicated application process in
general, it can often take several months to receive approval for
an REA Telephone Loan application. Such timing constraints are

devastating to rural telcos and their customers and could be used
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to completely circumvent serious, well intentioned and much needed
rural development initiatives,

Another important issue adversely affecting the REA Telephone
Loan program relates to recently issued program regulations that
are extremely restrictive. Mr. Chairman, as you and your
subcommittee know so well, the purpose of instructing the REA to
codify existing procedures in the 1987 Reconciliation Act was to
consolidate and clarify the policies and requirements of their loan
procedures. Unfortunately however, REA took this opportunity to
implement major policy changes, which if left unchanged, will
likely lead to the demise of the REA Telephone Loan pro- —-am.
Specifically, the regulations impose an unreasonable TIER
requirement of 125 percent climbing to 150 percent on all of a
borrowe *’s outstanding and proposed REA loans as a requirement to
obtain an insured program loan:; a reduction in the REA Telephone
Lean repayment Period and the elimination of authorized leoan
purposes which now allow approval of funds for physical plant,
tools, equipment and vehicles. Federal legislation may be necessary
to address these problem regulations.

In general, so much is possible under the REA Telephone Loan
program, yet, of late so little is being accomplished simply due
to the unwillingness of the Administration.

Mr. Chairman, members of the Committee, 1 can not stress the

importance of the REA and RTB telephone lecan programs enough. They
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lend themselves to rural development and guarantee the exiatence
of the univarsal telecommunications network. Therafore, by
strengthening them now the entire country will prosper. R&wever,
by igneoring them the resulting stagnated rural areas will
ultimately drag down our urban centers as well. As you know, our
faderal government has focused on national rural policy since
before the development of the Constitution. From the days of
Thomas Jefferson, rural America‘s greatest advocate, through
Franklin Roosevelt’s New Deal reaffirming our commitment to rural
America, and on up to the days of the current Presidential
Administration, rural programs and the importance of ocur rural
communities has not wavered far from most of our minds.

I am hopeful my thoughts as well as those of the other
Participants in these hearings will assist you in examining the
current status and increasing need for modern telecommunications
in our rural communities.

Thank you!
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Mr. Wise. Thank you.

Next we will hear from A. Gray Collins, Jr., senior vice president
of external affairs, with Bell Atlantic and representing the U.S.
Telephone Association.

STATEMENT OF A. GRAY COLLINS, JR., SENIOR VICE PRESIDENT
OF EXTERNAL AFFAIRS, BELL ATLANTIC, REPRESENTING THE
U.S. TELEPHONE ASSOCIATION

Mr. CoLuins. Good afterncon. I am senior vice president for ex-
ternal affairs for Bell Atlantic. I am testifying on behalf of the U.S.
Telephone Association, which has a membership of approximately
1,100 local exchange carriers. I want to thank you for allowing me
to appear this afternoon and discuss this important concern to the
telephone industry. That is, bringing the information age to rural
America.

There is no question that the United States is moving rapidly
into the information age. Experts predict that by the year 2000,
two-thirds of the American work force will be employed in some
form of information services. The problem facing rural America is
an undeveloped telecommunications infrastructure, which is re-
quired for full participation in the information age. Many rural
communities do not have essential private lines, touchtone phones
or digital switching yet.

Therefore, the proper telecommunications infrastructure must be
built which will link every home and business in the United States.
Such an infrastructure, which should be universally available on a
simple, dial-up basis to all Americans, remains vital to eliminating
a society of information haves and those who are information have
nots. An advanced telecommunications infrastructure is as impor-
tant today to rural America’s future as electricity, railway, and
highway systems have been in the past.

My testimony this afternoon will focus on two important tele-
phone industry matters affecting rural America. First, the impor-
tance of the telephone companies developing a telecommunications
infrastructure and, second, the obstacles we face in developing such
an infrastructure, if the infrastructure is to become reality in the
United States.

The infrastructure must link every home and business in the
United States and serve as America’s super highway system in the
information age. Such a network, one that can transmit combined
audio and video data, and digital systems on which information
aii‘ervices will be based, is the infrastructre foundation of our

uture.

In the rural areas, telephone companies are: the only available
entities who can deliver this to all of the public. Few others will
seek to offer the service there. It is not economic for many of them
to pursue these kinds of duplicate networks in rural areas.

Chairman Griffith explained how a modern telecommunications
infrastructure can be important to a rural area. C&P of West Vir-
ginia has a high development of digital switches, a high capacity
optical fiber circuit between the major cities and one of the highest
digital trunking developments. Because we have that modern net-
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work in West Virginia, new services and businesses are developing
in West Virginia.

As our society becomes more information oriented, communities
that have full, modern telecommunications networks will be able to
compete for businesses and jobs wherever they are.

Besides new business opportunities and new jobs, rural Ameri-
cans will benefit in a number of other ways, such as education,
medical, and entertainment services.

Mr. Chairman, Bell Atlantic has completed this study called “De-
livering the Promise.” It is a vision of the kinds of communications
information services that will be available in tomorrow's world if
we are allowed to develop those services. I would like to submit
that for the record.

Mr. Wise. Without objection.

[The information follows:]
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meicans, by nofwe, are fufussis. We
delne ouneives NOt ONly IN terre of
what we ave, but whiot we are be-
COMING. Ouwr: s & histovy of reaching
milestones, ond of constontty
Nece(ining CursoNee I feiTre Of ouwr
achievements. We 108 wheve wa wan? 1o go.
NI we go theve.

A3 COIONKTE. We ENVISONED OUreVes R Q
fre® and ndependent paopie. As ploneed,
W 0w OLITSiVEE faming o vast and fetie
fand that siretched across a continent. As
EVTREINT, we 10w That we Coukd ke fo
s-cee fhvough hard work and the oppoctunt
fiat OO 30t Dy ety And 08 sokSen fghting
1OV CNTYICYOCY ., WO DENC Vet hat we weve
bound - the Center of the woild's stage a8
1H (o SO GIODO! PO

Not coincidentolly. we Amedcons hove
Chways st procticd and Qoo
for cunsaivee  Heve, again, we have snvilonad
whaie we hove wonted 10 be—and we have
gotten thaxe. From the inchustrial revolution to
the fronecontinental ralroad: from the tele-
phone 10 the Melevidon and from Ight bub fo

nat has been aniwined wiih ow destiny

Nor is it a coincidence that many of ow
achisvaments cs a nation hove bean
achievements for the invividual inventions
that impeave the avevogs Peson's cuckly of
e svan a8 thay revolutionize the way society
MOoves. faks, oF thinks.

Today the wodd's inclusirial natione ave
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peopis of the United Siates. We ot Bed
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lSOTENID role info thit new age: and we
bedeve most Armericans share ow vislon.

indead. we baleve Hot Ameicans e
quite fomiiar alreody with the notion of on
“informnation age” machines that respond 1o
UGN vOIKCe COMMONGE. COMPUEs 1ICTO0Ns

that con switch nsfantly among doka, de

eaPpecikafions
mewmb‘cﬂob

nnmwbmmﬂchmawmv
10 anfes the Information age; hut our felecom-
munications INhasiructure—the public “high-
wQy fysfem” of that age—is not yet ready fo
take US thece.

Key sidments In that “highnvay iystem”
INCRAIS POWINRLE COMPUIGE MChed. Cormpiax
software, and oplicot floer cable. These
slaments Combing 10 fanm what is inown in

telecommunications Incustty
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abilty t0 carry an extemely broad ronge of
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YOOrs 000 Ond hegan corventing ks putiic
Netwak 10 handie he dighal ("campules
language”) franamission for which Droadbaond
e designed. Today over 0 thind of the
company's INes and switches care dgial. The
company ha foken further sheps foward

Asguabily the moet Impostant component
of broadband (he part that actualy daas
fwlecommunicalions sesvices 10 the public) b
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Sronernision of felephone, TV, oo, .
g othae signals of fremeandous speed and in
et quanily. Qoo floer has the capaaty
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phones. TVs. and other madia.
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OTWN O New QENEaRoN of communicalions
products ond senvices. We bellevs thot when
opfical fber reaches O suMclent number of
Amedicon businessss ond householkds, R wil
forge 0 “cittical mom” that wil porfend the
axplosve enfry by the Amedean conmames into
he Information aoge.

But the cumant speed af which opical
flbar b reaching the AMedCan CONMUIMer—.e..
the home—might beet De described o8 “gk-
cial © We beleve this pace of construciion ia
INCOnEtent with the Neecs of conmImen ang
with Amadica’s need fo compele in develop-
NQ Intormation age technologies.

To dote, only 0 smoll ond speciokzed
QEOUR O COMIMUNICATIONS CONUMES I the
U.S. hos ciect acces to opiical Sose—and.
thus. to bxoodband tenvices. Comimunications
technology hae reoched astounding new
levelt in the laboratary. i the knge poivate
oxporation, and In the govestunent peoject.
But the full potentiol of computerns. teievieion.
TOIRONONEE. ONKA OHEY SYHME hs yet 10

he pubiic ot karQe is a godl in keeping wih
Amedca’s “futwist” hasitoge.

Today 't 18lecOMMUNICGHIONS COMPONier—
notably the highly reguicted Saby Bale—are
beet abie 10 being the NecesaEy enegy.
XPeNence, and dive 1O e COrme Of renew-
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ey NI fO OWnN ot BNy Of Muse
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Sk N other technokogy ot they e
QO to be a plover n

ha M Susiness News ortkcie fits O
attem descnbed by 1 Wiorn ¥ Dowason ot
ha untversity of Southern Calfosmic In @ papet
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Porspective (Octobar 14 1087)  He writos
" 1he telacommunic alons sanviCes INGusry
ha focol point of an emeiging set of globat
Compatitons and technologies  Jopan in
Darhc ular has tovgeted telecommunications
SBIVICeS S 0 PIMAOTY e M ampbasis tor
nvestment and intemational market penatra
hon A massiva commitmeant of resouices
has accompanied ths policy

“Implementation of a univarsal moden
natwork shoukd be the primary goat of (U S)
pubiic telecommunications policy  Without
fadical change in cutent reQuictory poiics o
MOden pubic natwork connot oppear (i the
US)mnihiscantuy tatoll®

he cutent rastictions on the Amaericon
loc ot telephone INcustry—on tate ot tetun
Renergtion of information content. ond the
ko-—ware mposad batore the dawn of the in-
fomation age. and before onyona hought
hat AMernca’s Jomnance I COMMUENCatons
technology and trade might ba challenged
The times have changed: the restricions have
Ot We beliave the consumer daserves belter
frecrtment than cuirent rastrictions cliow

In short. we beteve that the public sector
has a crifical role to play ot this junchre ™ere
e NUMEIOUS DIGCedents 10t the governmant
10 act n support of bulkding on INck sty of
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tronscontinenta! roivood. and the 20th century
expanditures to build the nterstate highway

61

TRODUCT cdosteccen

PELVEIING TN MIQMINE

systam A mote qppiopeiate precadent,
howover, it the creation of the Ball teephone
systam theough the govemiment s gronting of
pefmission 1o ATAT to form a untted pubiic uts-
ty Today. ogain, the telcommunicotions
Inchushy asis not for property of funaing, but for
pomnission: He freedum to opeate at full
strongth within our post-clivestiiuie envicon
Ment—ana 0 build the Infrastruchre that wet
mee! the needs of today's and tomomow's
CommMUNICations conaumers.

The pumoss of this study is 10 prevent o

wines. Our intent &8 not 1o dwell on the sci-
enco oconomics of peifics of broadband,
but to tocus on 7S @3 We have aftempted
10 pont § pRCture of "avearyday ke ” tor
fOMATOW’S CONKATIAS Of COMMUNICations
SeIviCas, we offer O view . subjecive i tone but
Qrounded In fact, of what he information oge
may “look ke to tha avetage Amedcan

Our method was 10 explore the kinds of
sentces broodband 8 opt tc make possible
over ha nent 20 years. and fhen to imogine
how thaso ssnacas might biend into the dady
‘ves of hypotheticol Amancans of diverse
interosts, concems, and backgrounds We
constructed these profiles mingiul of the tact
that 90 pavcant of Rest Atlantic's custoinen,
numbenng 11 melon resicential ond smol
businass customers, depend oh us as thew pn
My DIOVIKE! O 1RIGCOMMUNICaNONS senicas

The servicas we describe, not yat ovoloble
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customers ore based on technologies that
axist today N oW vision, wa show tha rich
potential wa might reclze from these tech.
nologias—it Amencan indusies can ogsee on
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telscommunications ndustry 8 freed o help
make tho vision g reaity.
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reolzotion of the vision A such, owr vision
focusas on tha tachnologicol. economic. ana
social forces (03 opposad to legal or teguiatosy
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Wa concluded that in the information oge.
many of the activities in the averoge
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thing akin fo today's TV screen. But this screan
of the information age wil diffes codicaly from
s oncestor. For from DeINg 0 ONe-way Me-
aum that spews out a constant senes of
pichres ond sounds 10 a paseive viewsy, the
nfornation 0ge 1creen wik be G dynomic,
nteractive medium: a machine to winch the
consumas con “tak back,” ong far mode.

The device to which we rafax In the profiies
smply as “the screen” wilt be a combination ot
many proaucts ond fechnologies: TV, radkn;
stareo, VIGO0 recovaleNy and piayer: oudio taRe
recoicer. compular, high-speed oraphic
printer; facsimile mochine: ond more. Today's
tachnological developments point to the
nfegration of compatibiily of of of thees
devices

We predict that the most singuice slement
of this “TV-vidaa+odio”-etC. MaChing, from the
consumer's stondpoint. will be the pichye (e
he screen), with ifs monifold uses. (Wa recal
tha falled attempts by ATET, about two dac-
Qdes 000, 10 offer “video phohet”™ comimer:
cialy. but today’s broadband fechnology—
ond 1OCKTY s CONUMET—ore far Mere sophisti-
cated, pointing the way 10 0 lower-Cor vided
phone sasvice Ihat the pubiic will be much
moee ety to accept ) We stress 1he signif-
cance of the Machine’s visual slament be-
cause of the great Influence of TV and other
visUOI MG on the public: that &k not to sy
mat the screen’s oudio and dato-processing
capabiities wit play Gny less Important o post
0 MeSlng the consuMer s neads.

The intagration of the Many ComMmuica-
fions devices holds Implcations in
terms of consuner benafiis We envislon g
single device hrough which G coneume: Mmay
warteh telavision; view his cousin 1,000 mies
away: conduct hig office job on a telecom-

s?onﬁyohmokcalnthm receive MeEOQes
whargver he goes: tum up 1he heat of tum ot
the stove oM wherevel ha s. I shat. we
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the eidesly. Unike the 1009 TV sat, e screen
of tomomow will cofer campieinly 10 the
Indvicduct.

T™he same will ha frue. we belleve. of the
public bicodband network el Sucha
network Wil provide sxcelent suppoit to
polticol fystome, and athee sagments of sock
oty in short. we belleve that broadband has
value tha? cuts Ocros off sociad and 8Conamic
bounckaries; we belleve It wil be good for

SVOYONe.

n Appencix D we explore the conciiions
and appicaches that may deldvar ow vision's
promise to the cansumet in the near futwe—
ond af offordable piices. O maln creas of

noted hace, we belleve that the avallablity of
technology. and of occes f0 the pubiic
network, wit bo “givens” that poc> no olstocie
to Amaedica's antty into the INformation age.
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hese senices work, and none cave ta be

Thacs, most smikritiae ent among hese
mmmydmmmmmr

oCaies ana different kinds of

hey have dvesgent and intes-
ts, ond AFaning levels of ecucation: they ol
detve their income in diifevent ways: and they
ol have pariculor (oflen very pecsonakiod)
WY OF += ) 1 5005208 OVOIGtie 1O them
onae t* - *and Network.

WATY CROUne).
The apERCEINS JeCDed have are, for
he most part. mecsly dffesent (and. wo think,
S0 ways {0 do thinge that peopie ofeocty

ao tockTy. The profiad indhviduall Lse the vart
mbroodxndoppﬁcoﬂcmsnotbecmn\oy
cmnewot “high-tech.” but becouse they
something that i valuabla and

mtoﬁﬂmmm

We bedgve the appiications we describe
COould hacome availabie via tvoadhand over
e next 10 to 20 years. We do not attempt to
mantion gyiy possiie appiication. indeed,
Countiess Yopications have yet 1o be kmog-
g NOL CON we $aY Pracitely when Q Qiven
ViCe will bacome avalabie: that depends
not only on the speed with wihich ha pubiic
Qains 0Cccass to bicoadbond, but on the kinds

of sevvics for which consumen prove wiling to

pay
Nonathelass, we bokove we hase chosen
Q revasentative samoing of icadband
S8 1008 for thase pratias. which accur on
VINIOUS Nk datas batween 1999 ond 2009
We have so dated the profiies in oider to
convay the sanse that thete is no 0ne set point
In time gt which ok of the broadband sevvices
wa dascibe wil

demand them. Arxmbecofthe ofas oo
omoﬁmrScnxdaypeﬂodbommtoshow
how 0 consumer might use broadband serv.
Iogs in shifting from weakadqay 10 weekend
activities.

At the closa of each profle k a key to the
communications senices noted theren
Phvasas from the peofiie text are highkohted
and occompanied by an sxpionction of what
G given senvice is and does. This explonatory
matetal may of may not ba known by the
penon peoffed  Foach consumar's corcain s
with tha usafuinass of the cormmunications -
plcation—not with how it worda, not whance it
[dio 4 -

Chexaciers Profied: o
HUGH THEQNA SARAH
. Retect alacticion . TV newt Copywiter Eidesty homesnaker
Badmore. Maryiond AnGhon, VEgInia Aheelng. West Vipina
e aacher
Wamington, Deicware Tranon, Naw Jenay Pitsourgn. Ponvsytvonia
. LENNY . CHRSTOPHER . KAREN
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FRIDAY Oclober 81999

He risas while 1t is stk gor, nd gets ready
to take the dog for it moming wak  Fust be
pausas at the TV-video wuiit. bangs the x-reen
Drightly 10 Ke. and selacts Na utiity chonnes

Guess I'c! betler do i now and gad #
aver with. Thoae post-Nime Jode can

In moments the screen dspkys temporary
and parttime [obs for alecticions Theve's o
conventicn in town naext Satusday and Sunday.
0N the set-ud Crew Pay locks good Witha
touch of the video screen. Hugh sends his
appkeation and recetves nofification that he
may expact on ontwer before Monday night

Alfter breakfast. ho dacides to investigate
what local toothall 0omes are happening this
woekend Refuming 10 the scieen's Uity
chonnal. he finds fow gomes ffiom which to
choose

What do you know! Nk Wakon e
mwmmt
hought that hameing inksy was gaing
10 koep him out @ whole month,

The retum of one of Hugh's favosite piayen
makes him opt to 566 tha Col Farviaw Wi
cats The screen shows that sedits ore avol-
ablo. but betore he books. he cals his fend.
Fied. on the screen’s bulltn “vidoo phone*
facity Fred greets him with 0 smie_ ong
quickly ogrees to go  Hugh suQQests Frea
come 1o his house fest for some homemadie
chib, Frod occepts

Hugh books two seais at the Wikicats
QOMa. ond tells the TV-video unit to pop the
wo fickets out of its prntar

Timea to tum 1o househokt chores

He runs out Of point whiia finishing the
stabcase  Always mindful of his imited budget.
Hugh retuins to the video screen fo chack
alound for sales  Real Volue. up near me
church. has a sole on the nght shade Rather
than automatically ordenng the point tor
delivary. Hugh deckdas st to sea If there oo

®XN RE

Ny seckal activitios gong on at tha charch
that might appeal to him

™is affemoon. the chuwch's alacironic
butatin booard tells him. the kids will bo prepar-
ing for thelr Columbius day pogeant. Hugh
loves to gonate his electricion’s mxpertise to o
Qood cause: he decides he 'l drive fo pick up *
s point. by the church on the way

On the way fo the church, the cor seams
shuQish: he makes a mantal note fo check
nto 1. At the church. he finds that the pag-
eant colls for no special kighting. although they
PN 10 Uuse almost OB the powes the place &
wred 1o honde. Hugh sugoests an aternative
fghting scheme. waming the stoge manoger
that she might have some dikappointed lids
ot posents f she's not careful.

Bock home. he sefs the stove for cinner,
finsheas the panting. and relaxes in rnt of the
TV-video screen to cateh up on the aational
football news. Then the 1creen alers him that
he has o eall coming in; it's s daugiter Jll.
Hugh suspends his progran o talk with her A
ohce he notices that she looks unusually twed.

Steve. Hugh's 11-year-okd grandson,
Pushes his way into 1he wdeo picture ta shaw
Hugh his model aliione. Sometimas the
engine works, ond somatimes it doeen't. he
compiaing. That's a sign of a shot, Hugh says.
but the wiing seams 10 look okay ffom hae
Hugh promises to examine the plane thor-
ocughly the naxt time he comes over fo Jll's
house.

After the coll. he checks on dnne. Forty
nately the stove has the “smars’ 1o shut down
by ifsedl. or the meal wouk? have been ruined
Hugh fiicks off the screen. which wit dhvert any
humcds.oxcoﬁmoa\cyw.?o
he outomated aNSwaing senice
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Checking his screen for messaQes the next
. he revigws a call from grondson
Stave. who had calad 1o say he'd fixed the
plone all by himsadt. and that they couldt piay
with it % 500N QG GRaMSa CAMe Over.

Hugh aiso had a call from Frad. Infoming
Huph of 0 poY-Dei-view special affer on a four-
game package of Fainviow Wideats games.
GeneroRy Hugh preders fo go o the gomas
1athet thon walch them on the screen, so he
can “xnal the hot dogs * But he s fnding it
lncreasingty acsy to opt nstead for a vid view
of the game from the comfort of nis kving
foom.

In anather massage. the union confims
that Hugh wit bo the convention next
Satuwaay ond Suadoy. At tha rate thay pay.
ha obsanves that ha will nat §210 affar deduc-
tions. or on extra $3 10 o month on tha pen-
SOon  He dacikdes 16 pondad that choice a kitla

He colis Frad to chat about the fouwr-Qome
offer  Frad. too, prefars to Qo to the stadkum.
Dut “the poy-pet-view pice is very good it we
commit now. and the waather could tun bod
n Novamber onyway * But they can discuss
that Over theit Chil.

The staks have died. o Hugh reinstals the
nonskp treads. Going to the gorage. he plugs
the diagnashc ine into thae car. The system
monites says the batteries wit nead an oves-
haul within 0 month—- axpicining tte cax's
siuggishness

These sleciiic madedk are move relable
than gamoline, but they aren't cheap.
I'd betler kake the cosh ko the conven-
fon wark.

He cirivos 10 M's house. Steve corals him
immadiataly fo piay with the model clone.
when mhh\hewnchodhoohq
SQNOOQO‘NM oves tothe
SCreen aNd proudly sumMmont up o display ot
his ochiovement iatings. He's doing wal in
avanvihing sxceot civics.

e can colch up oo it frough axia
2CrOND ha's Kt foo sy fo
ot g A 8. 7 offer 13 8t wilth
N 10 Dalp T Ouph B

Back home., mfohﬂwstmtoeodtm
cMondthenpmnon wanm.” Frod arives ot
haggaord. Hs appearaonce
wosTies Hugh. who fetches the “Ko signe”
bracelet his wite used 10 we. The braceiet
ndicates that Frad’s viial sgns ore in the
nomat renge. but Hugh remaine unconvinced
that Fradd is up o going to the gome. He calls
up the game agency on the screen andt
frades In his two tickeds In exchange for
home viawing of tha gome. Maldng the lost-
minute switch costs o pramium, but Hugh
decidas t's for the bast.

o
our-game package o of. #1 be
ocauier o Fred. And, hey. I'm not

gediing any younger mysel.
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. n the et ndemeniafion I e faxt Irdaspewdation
TV-victeo unil TVE have svolad 10 combine o review 1O soe and fok with hee
of cifecectt He new ¥ wos $he callng.
INCRANg “video phane.” vickeo OO COMPUAY NCOgRION
CIRDKIYE O NAOIMation. and of he SkEDHONE NUMDEY
moce COMMONY (¢  pumm- - --..-...
10 these combinea TV-vceo- e 0oks et The video phona’s pickue & criep
Ut simply and $HYaP eNough 10 et
8 "TVE" “TVGO sCreevs.” e e NN In Nis Joughler’s
ICIONY,” @ e wiing of
........... ‘s .
e UNRY VAVdeo uniS NS OB O QB+« - s oo v e oo
chonned mMore Uity cHonneds through sova hae he STrt #0ve LNE O oot fO
whiCh 10 QCCeN vrious vdeo- 't GEHECt whan 10 frofect on hem
DO 18008, RICT 0N VD9~ OGO Thg andd
about ot ‘st o Dy
©bs Sommanded fkom o deslonce—
[ DRI e MMN
Thate’s o UNIOD ipioyment agency [ TR
conveniion WOrKS 8 0N "HICTIONIC Lkon ks off the Hugh can conkeol he degree of
hak.” but MOrs CMONCES [t tels  acreen . SCreen con
whele the jobs are. and aiows aCeive Ibouna colk, okowing
Hm to apply Instantty and got STHNDENCINS DNl 10 DENegte
confimnciion of his colt The Ottt COl wOuls De 10k thot
OQENCY § COMPUTEr “Indve” e HUZH It uUNCVORobie. DleCee
Hugh colling becouss It MCOg- eave a memoge.
nzes the numbes he [ IR
caled A Rpicy O e sCoeen tel
----------- N kor Hugh whio has caled, a¢ whot
he Snds fowr Uty ChonNe: ol OCCoNas O N0 e ma. lething hen rpview the
gomes wide ranQe of entertalnment 0 whatever orclee he
HOACEe, ek for orefens. The mesoges may
pinds oul $pOrMs. Events usualy offes video COM IN Varous oM vOICe,
e two lickels BackQrouNd INfarmation ¥ ; GMACTONIC MOk
oS I TR CONe., [ BRI I
Shooses 10 watch. He ‘reanes” pluge he The eleciic car has o bultn
he ficketing senice in mick-frane-  Claghosic ine unit that soves

whit’s Dukt-n Ponter 10 pant out ociievement

the tckets he has kit ordecect
[ IR
check around Mony tetailen Mt fhai product
K salee ond PACes St
MmakdNg it easy to 9o comoarn-
activities of five Shopping drecity in one's L TR
the church Own RIOMe  AQaIN Hugh s m'
pendis G faneachon In Ges 1o

gel e information does he
wont 10 dive 10 the stoce. andt

ha conauts the slectronic [ JEEREEREN .
Church colendar of events, frackes kY Ne
andiher em On the utisly two fickete
channed.

— ...........

creen cleds Viewing a nonschackieds

v program from a spasts news

sorvice, Hugh & interupted by ha
oougiter s coll HE LSOAN the
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Truck deives
Age 26

0 0 81

Lves with wita, Connve, ond thew one chid Toby. Jr i
outskirts of Wimington, Delowore.

LOWr-MIIQ COmMe from amployment os dolivery
£iived TOf IOCOS HanAOCTNer

Dict not finish high schoat  Hoges 10 fake advantnge of
company haining in otset 10 IMpIous Carter PYOECH

Q
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"FRIDAY. February 4. 2005

Thealamciock mnas At Sam  He hils the
snoaze buton. which witt let him steep for 10
more minutas whilo the coffee 1s beng made

Soping his cotive. he gazes ot the ittie
office montor screen resting on the latchen
countet, which s aspiaving his schadule for
the day  Howing formed a quick maentat
metue Of whera ne's QoG that day. he
changes the channel 1o the soorts station The
Priogalphia 78ers wilt ber at homa this week:
end plaving the Knicks--a great matchup
Ihe gnnouncer ofters a imted hme hoket
soecka foby hastotes. then shrugs and bits
*he “otcer” buhton on his temote controt unit

he work doy begins with an unevenihul
dnve nto town  Once at the depot he re
mota-starts his ig and then checks 1he sCreen
for anv scheduia changes He notices thot he
108 1o Qo to class tate ths atternoan—all the
wOv across town from his kst dalivery He
atives 10 the warehousa 1o prok up his 10od ot
delveroblas for the day  The woret ouse s
iommed a kader conveyor has ded. ond the
repan technickan hasn 't yet arrived 1o fix it
While warting, Toby ponderns whether the
cOmpany’s iefrainng class will really Qive him
achonce at advancament

Hene 00 the road ae  do. And whece
o 1 go from iheve? e old mon was
aght | never should have dropped out
of school.

8y 7 30 the loade! 15 fixed—but now tho
fraeway 15 mobbed The depct screen shows a
trathc mass on all good routes except Rouwte
40 and the truck ban thete won 't itt for
another haur  Toby resequences the delivenes
to minirmze his rood hme

The first fwo stops are reguior customers
The third 15 0 new custorner whose lecation is
untomiior 1o Toby using the truck computer
he summons up the map function  The routng
system suggests he toke Route 40-—-which by
now . trucks Moy use

The moming proceats apoce At 11 30 he
sTops at a gos stahon, getting out to stratch his
logs  Golng to the wideophona booth ha calls
his wite, Conng., 1o consutt aboust plans o4 the
avening  Yes she says. wa te gong 1o litle
Ioby's soccer game tomght. and ves. Bil and
Honny Mdior wili be there too

Ha can see that Connse s busy puthng
nCN on the tobie for Toby i 5o he deesn 't
nge: Next he calls Aiby s fo see what the
lunch speciotiooks ke The roast beet looks
100 QUOa 10 POSS uP. he orders it and retums 10
he Huck prckang up he funch a faw minutes
ioter ot the anve-through window

Hea trushes his remomning delvenas by
3 30 —which should mean that he has plenty of
tme fo got 10 ckass  Friroute 1o the trosning
confar however Toby recoves a woming from
*he compurter of stalled haific chead it soems
hat a it ackknifed on the bnage

Toby colls the roning canter 1o let them
know ha'll be lcte  The nstructor tells hern to
isten to the ciass Over his truck specker. and
o D what ba con  he lesson, Basic Robot-
¥ s Maintenoncs, Is nteiasting enough. but
lnbyMSheshecau!dseememg!opmcsond
aograms to whr Lh tha nstruc tor keeps refer-
.o

B. e -0 Hafhic gty stcits moving. the
Class s almost over. the nstructor ogroes with
Toby thar there s itle point in his thving 1o get
ta the tamng center the night  Toby can trsh
he lesson at home the nstructor will eleciion:
cally mai the grophics to s home screen

he workrioy over. Toby goes home o o
quick dinnet  Even though the boy loves
macaront Toby. Ji is—as usual on gome
mghts—aimost too oxcited to eat

This ime. Toby & feets much the samea
way He has been watng for the right mo-
ment 1o ity Out the new Videocorder his
parants got him for his birthday Me knows
they Il be tnriled 1o see ther only grondchild n
action on the flald  As for hvnsedt ha can't
want 10 play with his new “toy *

Toby and Conme enpy the game in the
compony ot Bl and Bonny, whase aaughtet

!
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Tarn k aleo playing. Aftes Tam! scomes Q Qoal. When Toby comes in from cleaning up the
DR sty Toby malt him an electronic copy of Yard. Connde lats him know that a videolie has
e ideo. . coma in fos him. That woukd be the graphics
Back home fom the game. Connie shep-  rom the class yesterday: Tony deckies to look
heecs Toby. J. upsialn for his bath and pajo- at the matedal fomamow affes church.
mo Toby. . 8ps O Deed wile the Aunt Jessie comes over foe supper and
iate newa thea. during a commercial, stays on fo fake care of Toby. &. 10 that Dod
patches copies of the video 10 his parents In and Mom can go 10 the 76a game by them-
Achbama and to Bl Miler across the way. solvas, mmmglmbvmpm Toby
and Connle invtle hes on fof Q movie,
but the decines. dhohueotmmobomnu
cats. Yoby suggests focetiously that she col
hem up and order thawn 1o siand in front of
1Hhe VJeophone 10 the con check on them.
I S 1oy e wouks —cry ha G wousd
abay hee in the fist place.
rmwmmmanmm
7 wu?ch ﬂ‘w on Michoe! Jaciaon’s
wmmmn it pr  ction. But At Toby gives his
inGs M Go0UT the yard work, the weshing | PFenfi a callfa see what thay thought of the
machine leck, Ond 1he 20en gome thiseve. 1090 0f Toby. X' 30c0 game.
ning- e folks ok Mppy;
Afee brecidast. Connie s3iNes down in
front of the video scremn In the kitchan fo do mm“m‘"‘:d
the grocesy Uaing the waond., she prelty 5000,
e s rar T e
that fha Sofewy sfre an DuPont Dive boor. Toby, 80ed rom il lobors, Ay closas
most of the 1oss lecdes the's Interested in; the e Oves and Simply fokae In 6 sound trock
200 her antiw Orcier It thece so Toby won't
nave 10 make o stop of moee than one stors.

~1
o
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s five foxt fnleprekaion i the fexr Interpredation
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mooEe Moo AT CIOck I wiind 10 desigr wcevme o The fruck computer
nostedt applances, 10 e Wamning Namc conaitions, it also
Con fum on Hhe KR oneg moke knows® Toby's location ond
the colfes without lxning beg M\aﬁoncm-mmmcm

[ JAREEE RN hit knOwiadQe. it can wam him

ofice moniios It I8 INCreaaingly Common for of inpendng

[ ] COMpanige o providether - - --.. .

ETNPIoYRas with KMal TV.viigo lirlec 10 e cicms  Toby can en o respond
units especioly acoly 1O tha troining rom M
Ve Dusinues ruck CORAOr roako - Motion

L AL VIeCs ONd COMDIaK grapives

depiaytng Ns Toby con acoes Iamation %8 Ot Ovallable over Celuior

Kchedde his @mOIover VIO this sem- Nk due 10 bancwish inits
cusrfomized TVWieo unit sutlly  SEME- - - c-.. ...

slackonicaly The Instiuctor sancs copies of the

[ AR mall e QIORAVCS to Toby's home for

s e “arder” Many TV-Uaed remate controt graphica W GF his Msuse on hy own

DuNan units have “order” buttors, ko TV-vidao screan
MOke ¥ easy fr conmImMen inan Wl v - - e
a2 When Q Irge - nd growing e new The portable videa carneda of
nuMbes of PodUCTs are sokd Viinocarde: 2005 I8 @ comMMon consumey
directly oves the TV-wdeo ftem. though ¥ ranges widely in

- creen - QUOtY. copoabittes, ond piice

looder canveyr  The looder comveyor karobotic  dpaiches By sending coples of tha vdeo

hos Sed Hock pickes andt ioader for the copies at night, Toby may take advan-
fucks that moke tHhe Jeivaies toge of the chepe avemight

[ T "Duli 1Gtas” for video anumis-

Ken howea  The fuck's COMpPutes iy, N,

rotic mees On NS Kwat poikon of the L R
wANChield, O fansucent map of  Using e wand, Connle scons 1he video dispiays
MaiN rowstes, HoWING e bury whe sl Of vOrious suDeTTOkets, lookdng
Mhmd.lobywmm for saias ON Herme she Naeck
computer 0 vstial cammang. Thonies 10 the wanq. 1he coes
“Trofc Re-Onder.” which not need to do any typing os
PromEd the Moching 10 reee- handweiting of o kst weing he
quence his delvenies s et waond, a tnall meto! denvice. she
Clantly as posibie. ghven the painte 0 things Se wan's ond

concemed. tha trofic stones a nate Of thaim of het
potteme. and gvailcbie Own sleconic st

[ IR [ R,

Golng Ko e Public videophones ore rapkty MichoN Mot formnilles have accass to
raplaning Sfonaard pubiic Jackeon's latesd  fintun MoVies ond archivas of
telephonms. Previous worky

L Rt ]



-,

T

CENEEREBE

RN —

OGS WA ERUN X 2 10

00

U .

~}



13

soeseses THE PROEILES

DEUIVERING THE PROMISE - -
t N
| B B)
[ ] E . —
*_ L 0
i:w SN SR LY
. * -,
@
L. FRIDAY. May 3. 2002
Lenny axts down the staks ana to the ANothing worse fan gesing & ot
kitehen, the dog just ohead of km  He pount plcce and Sing hwo angey
OraNge Juice as the con of dog food roiates Cub Soouls demanding kedchup for
under the elecing con opener  He feads the ek fench fies. Tha? sure wom a night-
dog ond dashes upstoins without pausing to mare ot oay.

&2

nnk

Saiter get in the bathvoam before the
kicls 00, oF ¥'s Ol oven.

s bagns another typical day i the ke
ot a tast-tood

Tftany s woitting af the bathroom doos
when Lenny comas out. they sign good mom-
nQ to each othat. and he Idisas hor on the
chaek

Bock n the itchen, he swiiches on the
office montol that pesches on o shelt Ina
TOMENt the scraen Aspiays the logo of Fast
Chick Inc . bis emoloyer. “What's happen-
NQ?* he says. ond hums to his orange kice
instantty the screen displays o status repost of
concitions o the 24-hous-a-day 1estourant
Whie downing o bowl! of ceiedl. Lenny scans
othar pages of the daily repolt. such o
vasterdiay's toldl sales. nventoly status. fore-
cast of today’s expected usoge, and his
oemployeas work schaaRies.

His wite, Shana, joins Lenhy k1 the kitchen,
ond asks m it ha'k be at the restonsant ol
day. she might want to reach him. Ha notes
that sha con oways Qet a messoge to him ot
the rastaurant. so whirt's the diffacence? *just
may wont 10 580 youw face, that's o’ she
says  He shiugys ot hed mystorousnass and
prnts out G Copy of his dORy sCheduie 1ot hed

DeWt anters tho kilchen. immediatety

SCIOON CUEITYS The 19SIaIant $1atus report

Lenny Dids ol goodoye ond drives 1o work
Ho recieas that he likes having the office
monitor at homa: the stahus report gives him a
kthia aavance waming about tha shape of the
daily numcone ot the restansant

It was the Cub Scouts incidant that hod
pasuadaed him to Instalt the office monitar ot
homea. ovey Shana's oblections that ha ws
latting work invade thek privato bvee. But now
she's usaed to it. and ikes being oive 10 keap
frack of Lenny's whaveabouts. The scieen
Povides one Mare way for him 10 comnunk
cata visually with Titany. And DeWitt sl gots
acharge out of the volce-achvation feature.
which he shows off to every fiend ha brings
homa.

R's 0 faidy nomncal tost 000 ATy, with the
sucl assorment of minar Crises 1o manage
two people don't show up for wask: one of tha
milkshake blandess breala dawn; a customes
demands a refund bacouse theie's no eituce
on his sonadwich

ANOThed Customées wants 10 be assured thot
the chemical oddittve MSG is POt present in
any Fast Chick food  Lenny leads him to one
of the manitors in the iitchan, which displays o
kst of cll ingrodiants in the food  He otters 10 let
the customar sand an elecronic Massoge
¢ actly to Fast Chick headquarters n Dallas.
Bt the Qustomer i assuagaed and retusms to his
table

i batwaaen frips to ond from tha front
countar, Lanny perfonms his other
duties Tom the relative quiet of his Hilo office
using the big screen 10 Moke NeCessary raports
fo corpoiate headquaten

On deadiing 10 finsh one such 1800 . he
tals the screan 10 “hald colis.” which prompts
he system outomaticaly 1o aivert all INComing
Calls Copt emeIgancies

Ctften Shana will Cak him at wovk to tall him
about some new madical t theyt
sha's heard abowt  Sha s constontty watching
the haaith shows in saarch of new freatments
for the deat. onc when she inds a new tem.
she usualy can™ wailt 10 shaie it with Lenny

ERIC
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Gola Mand I 10 her: Ml WOman naver
oives up nying.

But prastuned today, he Jeckies
that any such cal can wait il alter hous

Moments iote. 0 baep fom he tcreen
teldls him on calt has come In. He
Inteupts wiiting his repart to take the coll. it's
Shana; she looke exciled. Supnhessing his on-
NOYaNCE. he aske hav what's up. Shana says

Wummmcmhuwm she
hOs wOn O fUlk sChalanhip 10 Galaudet Unive-

Tocrs ore streaming down Shana's cheela,
it's 0 dieam come frue ‘or her  She starts
icughing. however, s she infomna Lenny that
ne. 100, Bcrying.

SO Mar's whad SHana wae

For @ few 1. Uted Lenny INcit hmedd! uttesty
unabie 10 work. He reflects on all the anguish
they've endured, wotching thekr doughtes

struggle with her Me aso consident.
with pricie, ihe sxten? to which she hos i
umphed

rmg'admmmmmm [
she'd Desa Dom b Dext's ay, she'd

pobably have spent har Be ha

maciie shop, ke paor okt Aunt Adke.

The rest Of t1he workday Posses Quicidy:

1o get haome on time. lnmyootmtho
L/ repordt oh the screen and theh com-
mancis his monitor 1o “sign off*

At hoine. Ol e Gz Over Ttany's schok
arthip. Shano has coled X 16 Meeages with
avery ralative $he can think of. and Leany sees
Uncle Joa's face on the screen when he joire
Shona and the kids In the IVing roam.

Q
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Lenny graafs Uncie Joe and aiks him how
hings ae in Datrolt. "S5aome.” he syt
*Congeats to your Kite gid.” Moments kiter
THere '$ O KNOCK ON the JOOr. SOMEONS CoEVa
abouguet of lowers and o paa  “Thaey're
oM M.” $ays UNCe Joe with a amila.

Lenny and Shana agree that they must co
somathing special in celetxation of Tany's
achiovemant. Tifony InGicates that she would
0OV 10 e a show

Thay coniut tho screen 1o findt out what
Mo Qrants ara taKING pIane in town: axhiol
route is to go to a movie that's captionec for
he . bt that's oo much ke
what they do evesy day at home. Dewtst
WGUes N fuvor Of gOING 10 590 N Tovostte
mWNNa\OMMM(M
stoge show.” he say). but he i fanly
outvoted.

Dance &k Ttany's possion, catching hee
atfention i @ praview of the Senepaiose
national AaNCe froupe. which pedonms ot the
Kennady Centar tamomow mght

Kys
eQUEEt INfoMation on the Kennady

SANCeTS,
the 0Cf N the howse. mdotdenmthe
fickets ba panted out on hs haime piinter He
paoys tor the tickets by dabiting the money
ciractly from the famiy s vacation savings
occount.

m.‘m—mnmnb\o:w co
wo'll scrounge up U few backs
vacallon icdes.
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Lof'\v'dtubemntomtoccapamem
the women go to the halrdresser. Dewnmn
dederuhve

good blocking
now s ofter thw 0'clock: the dancen stant o
800. Lenny hustias DeWiit into the car ond
hay citve home without delay.

1 do more nnndig In e cousse of o
nosnal day than DeWNN doss on the
aocoar Seid.

The apariment & o flury of oclivity  Lesviy
and DeWit showee. craes, and eat sond-
wiches. the cCoTages cmve e Shona puts on

his jupped

L«mt&mmmﬂmmcm
opener that's activated by the dog's borking

They pla into the car gt 2:30. At 20 minutes
fO @ight. Lenny checks the car's monitos for
paidng of the Kennady Center. diicoveding to
hbchogrhmmpau\gbfkdmmi

However. paridng s #till avoiabie at the Woter-

qateComphxnoaM sy heods for the
Wategote. leaving i, SOF for valet parking.
he tow make  Mod dash thiough the hotel
ond amve at thek teats In the Kennedy Center
with five minutes to spore
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G Snce ha hos bean cals® By vOICe COMMAN, Lecwny folds
godmoming  deafince . Lenny ana s ACI00N 1O CIVINT O NON-GmIe.
wile have long ogo QENCY Colt 1O Q MEMgING
HIN IANQUAQE. wAKC 1
200Nd NORMS 10 1HIM AW W s oseorsres
*OARAGE 1O Dot Chilcen. he The TVAdied Ut Qv ieweds
= heolithy thows TOCENS 10 O VOI Umber
R k Increcsingly COmmarn A PROQrETY, DO Qanaral ondt
sonlion 0 provice hew A varioue
ATOIGYee wih STXS TV T8 .
N aepecialy © ARt 1earch, #iC. —40 soft
erve busines Sheough 1heen
- ..... secees . . .o
“Whot's oparctes b ol Of he The standard TVAddea it can

undaniond O kege vocobaiary she hen
ummpdmbvn-cw saavpived

Emm ?Wmavmnkﬁhlm
the videophone. rdhar than

mmom Leany COR Pt Gty okl from
e ofce

monior on ks bult4n
........... -..-..-.....
DeWR ecvene The OMCe MONKKY b “KaiNed” 10 Aunt Jille
e KChen HRpONA 10 any
Leany's—O0t calls out “whot's
Mot OF OB X NS Dy low
ngrecienks 10 Make Ingrecient IoTTOtON G- vt
ovalkitle. Custorea imay e rafic repot
gat the informaon by
Q Y IND GINQ 10 have
He eted on thes R e
Home TV-Vded Kreens. Uncie Jos
- ...........
direct  The reelurant s OfCe MOnior
fo Fent Chick con wih
e compay's Dolas heod-
vio electronic mal
wing the Tha sctean Levnty uss ot e
big st offce b o Akeided TV
1C0een et combdings ol of N

O
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Galoudet, located n Woshing-

e b gble 10 oCoee O wodld of
MOACEL. Iecial

counselng. and other ol o

g TV-4cao urdt The hame

e 1gN KNQUORE oF Other Viuas
Cuds OV THha Vigeophone

Aunt Jlle won deof of Q e
WwHEN NChNXOGICH Qide for the

NeQMNQMEaed wexe vivy
apentive Of non-existent Thia
fﬂ:'f‘mlﬁhdhlvopm
n

The scraen diDiays O Map of the
city. ndoating aneas of rafic
congmetion.

Uncle Joe, caling from Detsolt

on e Videophone. Nas used his
Own acreen 1o I0Cate O Xen

mﬂmmumy;
DIOCE IMMeckaiely
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e e Indepreioion B foxd Inferedoion
aum The LI OXVEe Of oKy 's &w wwa«w Shona oo
[ * of the conages the ot

avalXNe I mdeed fext and mmuﬂ«nﬁmmm

VIR0 1O, e OF the sacvice purehae ant arciedng dedvecy

WMM“ . [ IR REEEERY

mofeciol oncd fequest  oheck.. s Theoiet QwWOen, Cancet hol

Mo ndocnotion hey parking .

wan! 8. ALOMNIN O PAENNG 10CCH MNiCH
[ TR 0
GRIam foux Lanwy ©on arcler 1oy for Mo premisgs. Th ) €. Mantor
tickeln vania over the hame picys PAkING wittun

crean, and + pick uP e he general area of tha wes
b3y R KCkats Of e vt Of hrve
monay am OAe. il o hiaTw He

MY PJY 108 1he NCkal o

n oy of several waye,
in his came he decides fo raid his
L
O
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CQsvrer 31 J00H

N's a slow news day: Theana gats to leave
work of Q noanal time for a chonge. Sha tays
with tHhe nodon of INAAging I o iitle shopping.
then demisses the kieo and humies home fo
Jimmy. Rachel, and tha babysiter, Geetto.

Maybe Kt this once | con let Genity
foave on ime heaell, poor thing. She
ands up waling kife Aor me pracNoally
every nigY.

Theoha Qefs home ta find avxyona in the
NG roOMm: a #NgNg to Rachal, andl
Jenmy entranced in a video game. Giefta
reposts that Rochel seams 10 have kcked tha?
cough she hod as! night; has condifion will not
jeoporcikne the family s planned irp to Boston
the next day.

Theona decides 10 hove dinngs dolvered
She pecsuadas ey 1O let hae share the
screan for a momeat so she can order. She
cals Mama's Natural Dinet and glonces over
the mevw ray; har eye k deawn of once te the
eggpiant pamaesan. For the kids she salects
the Moe consarvative Mmaatioat and mashed
potatoes combination.

The rastourant ordav cledk knows Theono
wead. “Hawving it dolvesed. s usual? Very
Qood, that'l be an axtro hwo doliar biling fo
YO VIR0 charge. How ore the kick doing?*

Ane. says Theona. Caonciuding that cal,
she i eagear to fum fo 1he Ic1een’s News
chaxanal. The elaction seaton & af s peak.
and he wonis t0 see ol the Crampaign coves-
age she can.

The kicks aran 't going fo sif stit for that,
howaver, 10 Theona decidos 10 get tham
satiied in the playroom with o movie as they
owalt the arval of dinner. She scong 1he now

on saeing. Thaona agrees. but fimnly ineits on
occlaning the G-roted vension. Sha alio ofdars
Hha view-and-suspend option, so she can pry
Amimy away from Rombo while ihay et

While the ldds watch Rambo in the play-
room, Thaona sits in the iichen yaling at the
monitor os she scans the elaction coveroge

LY N - oy

-

Soon the scraeen is ditplaying campagn cover-
oge from NY.T¥

How come fhe New Yok siotions have
bedter covecoge of ow loa issues than
my own Fofon does? £ think I'd sencdt
1@ Doss @ MEVHO SDOU thik.

HAenmy ong Rached sun inlo e Kichen.,
domanding a dink. Thaona stops the video
flow to accommoaate tham  Noficing that
they re ruoning low on mik, the scons the
corton past the Listmaker on the kiichen
counter balore sarving the kids. This routine
action jogs hay mamory. she grabss the naearly
empty bottia of chddkan s cough syrup and
runs it, 100, post the Ustmoke, presiing she
“Reanind’” button in the same siioke

The childian oat thaw dinnas hwrladly.
oager to tatum to Rambo  Theona fails 10 st
up convanation with tham about tha election
and tums 1o the sublact of thair trip to Boston
0N the MoTow. This subject eicits only sighitty
mote intares!

! lave heam, but | sometimes wish | had
sameone O e closer fo my age o
ok fo.

The ks finish wotchng Rambo. wivie
Theono continues to browse over elaction
coveeogahmekrwhen S$he puts Rachel to
bed &t 8:30. clawing big brothar Ammy to stay
up ik 915 With the house tnally quist. Theona
colls hed mothes.

Mothat confems that sha'R be there to pick
up Theona and tha kids at the alpat in Bos-
100 Than e cleass her ftwoat. Theona knows
s Meons a lectue k coming  Sure enouph,
Mother wanis 10 know why Theona has not
sant hat mote videos of Rachal. as promised
Thaona raminds har of has hectic work sched:
ue. couplad with tha cefficully of raising two
children by hadsoit

Mother pounces 0N 1he opering and
bagins ogain to suggest ihat what Theona
noads ik o maeat anothesr NIce young ran
Theona wams har 10 iay of! tha subjact o sha'll
concel the itip to Boston  56ing the tears
bein fomMming in Her mother's eyes. Theona

BEST COPY AVAILABLE

ERIC

Aruitoxt provided by Eic:



A L

80

¥ PROFI essenseae

DELIVEIING THE MROMISE

P

)

\

S P

apologlzes and tums beightly o the subjact of
thade vislt.

Aftar the col, she makss heaself o cup of
tea. Once aQain, he sCraen & aispiaying
naws. Rursng hes Ips, she picks up the remote
command unit ond fums 1o the screen’s utilty
channel. Letting out a deep braath. she colis
Compatibies Anonymous, @ dating senvice she
he et bafore. though not for months

No need fo update my Ne: my Ne's ex-
achy he sane cs B wos fve moniie
aga

™e first gligibie bachelor 10 OpPer on the
scraen happens 1o remind Theona of her ex:
hsbond. Greg. At onca $he exifs from the
sarvice ond refums to the news

SATURDAY Novermper 12008

The chidkren cveaken Theona of 8 o'clock.
having olready been up playing for an how
Theona humas 1o put braakiast on the toble.
wikhing she hadn’f ovesiept

Now 'Y be o nueh o the cliport, as
st

while the chilcken are ety helr ceraal.
Theona checks the screen for iatfic delays on

m’mmoﬂm&m&‘mhw
fional, but ihe screen INACates wone fiatfic
jome in that direction.
She then swifchas to the woaather channel

o find out whathaer she needs to pack ony
pacial clothing for the children—Rochel

The Boston ‘veather teport indi-
cates mid temperchuwes Ihrough the weok:
aend. with scafteved shower.

P

Thepockhggoessmoon‘y Thaana in-
shee with ample time to s onathar cup of
taa She fokes the oppoarnity to glonce ot
et glacironic Calendky for the next few days
10 @@ wixit's coming up She notices hat
thete’s O iemindad about the Renok exhibit
coming to the Metropolitaon Museum

W, yor: Goavia loves Reviol? Neve's an
QMY WY A OO hae CINiimas present
n agvance.

Having a faw mnutes to spare. Theona
calls the Mefropoltan Museum's store 10 se0
what Renol books anal pints it has avaliabie
SHo saNeCHs WO pVNtS, Chooses framing tor
them. and raquests that they be wrapped ond
shippaed dikactly fo Gretta's oddiest o waek
betota Chistmas

THeoNo dayeams obout how the pints
whl look on the wall of Gretta’s apaitmaent

The Mght to Boston Is smooth and unevent-
ful. On londing. however. Theona begins
wontying whathae she d left the stove o tha
#ON ON  Her Mother upb*aids het tor always

beaing In @ rush and torgetting things With a
sigh. Theona kaves tha chilcien with thew

but 10 be on the safe side. she dsconnects o
of the cikcults except the cuttde Ights. refng:
e1ates, and
lwlshywddnfhavetononoqemmug
howuse by yoursel!. her mothet says

n
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In e fext Inferpraiaiion n the fext Infecpredation
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ot hat shave The TVAdde0 unit's soit screen yelling of B SHe ke LiNQ O VOICe-OCvated
e 10 CaRabiNy endbies Theona fo onilor Kreen that changes chonnek in
make o videophone coll 10 0 OCCOMEINCA with hat vOICH
locat mstourant while 5. command. With hae nomok
APy, conthues to PIRY wieo ReakNg volce. Theona con
QOMas an 1He other haf of the eCt the screen to cipiay ony
KNeeN. Of COUNTIS SONCas Of Intormg-
- . £10n CONNCHNT 10 he PUDIC
oves ?rﬁmrmma(opM) The screan con “heoe*
e menu oy hee fine without hae yeling bt
Muﬂdm.wmtbuy Nor pokiical nthusiasm Quts tho
forniiee K0 oMY KO home bettes of hee
- ........... [ SR )
axka two Charges for the food dalvedy ACCa0e carfan The Lkimaker. an Incraasingly
cdodar billng ore blled to Theana's Wdeo ot Lisbmakces common kitchen devics. 180
ChOMe—a QeNEa-OUPONe the bar codes on product pack-
CRAt aTaNQemen!. She couk? OQes. QIANg tend (o the
have Leed g debtdt account Gocady $hopping 6! Theono
restRIGIeU UKD VIO Con ENT OU hat IS ON DOper. OF
Ordler SCreens DacoLRS 8von ihHe sanct it electionicaly 0 a stiove
CLETOMeTs ke the f0r the MinQ of hey order
buman contact: ihey prader 1o _ EEREE .
190 1he PAEON oM whom thay  gabe 1he nearty  The Listmakey aiso can feed
xe odaning anply bolte cimeal IMINAAS INto O POoN §
U seve elactronic colendar—tfor in-
VideosRa. . Moy entedalnment outle!s con stance. teling Thaona 1o pick up
ViceoCQlub be visuoly Mg cough medicine the next
foCuses ON Chikkitan's oay
enteconment and LOMINQ [
[ DR more videos Tha making onad sencng of
e G-rated Most mass+narket movies are of fochel home videos & becomng os
VSMON ProcuCed In O selacton of foutine as the sending of photos
1ehNgs tor AKtacent oudencos ONC@ wok
view-awd- Not only con Theona aedex s.ohgm.hun The wideophana s Ngh-Quakly
aNpend oplion PQY-RH-view Movie at a certain mage raveals considargblo

Hme and In O CoMoin varsion. but
$ha can st the option of
boing able 10 stop the movie at
ony polnt ond resumne wotching
when Convanient

]

Selod

MMChmeiNg senices are
Anonymous aMONG The MANy POPUKN viiee-
basad seivices of the time  The
COMIMON QOP¥Oach i for the
curtomer 10 make o video “fe’
Of Daral /DIMEett. which & up-
dotabie gt any tne. and thas
scon the videos of athers who
might be compaible

The Custorner Con Contac! the
Pot1ential date N Ony Of tevedol
ways @ g . through the senvice
iiself. or thyough on algctronic
Mol Messoge

1
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e foxd inderpeedcion In Do faxt ormredalion [ ]
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walic deloys Though hes TV-video urk. Gealto vl Gowttas It 10 “redecosaNe” hee
on the way Theono can check the rame ave playig home, Q comymarcial
condtan a  2ch of tha lacal eovice pressnts a vdso
anct. depending on the “mock-up”® of hee home, X
okfine 1He has chosen. e Nihed Gt ARONaNd I vOrkns
QWTRDESY of Meating. e . she wOYS ASSOoKENg 10 Ner AN Thia
can MAtch e POINE Of SN mage procesing
fre ot the ket minute requies o Wideo recod of the
R 100 In QUion: modke
wealher channel  AMONQ 1Hhe NOMMICHON seavicee 3t @CONCH witty et Ve~
readily avolabie oves the Tv. comecO. The point of ihe senv-
VIR0 ICTN (r) weathed ice. oM e retallas’ poink of
raports hat Can o N o any view. B 10 a0 fumiure. carpets
raQion in the country. EQRIY. 80C.: DUt MAY custom-
[ D “mm
Video 1@t QNG sHows D, clear hiough Thees Nghly Indviauak-
MUSSUM's e ViawD Of PIOUCTI—IN 1 CORe. 2ed *woeo *
wnammgm }1,%: N -
wideo i¢taling system contel an  No alants ore From the okport in Boston,
IDQUIING Cutomar Instantty Theona can call hes
whether @ product i In stock Townhowe' s Catal CRQUR

beCowse It INCILSEE ON A0~
MAtc NVentory upakte teohea
The retaling system also lets 0
customer buy reiaied senices
such o HOMING wiapEing ond
mOoAng o Over the home
screen

umbee. it aliows hes 10 fum
CECUNS ON Of O, o8 e wishes.
HOm O 1Ol ICaion



Q

ERIC

Aruitoxt provided by Eic:

| ==

)
o B @i

4"

PG Dment

fgu

TN R G AN L P B |

Te QT A OO NPy AN
R VRO D Tt at Sy Menton M ow Jeney

Lnta

URA 00 AN e Been Bl § 9mLioy
3 SN L The S1ate GOVETrann® S 008
ATIRCTS ¥ SR RFTP I oA Ry We JEA TITY 3 SR At

FILES o s ot
OSUVEENG NS FROMNE

fERERREBE

£



O

ERIC

Aruitoxt provided by Eic:

secssccerTHE PROFILES

ESDAY Jund } 1999

She wokas 08 Sawn hoges stroamng
ocross the sky. The chilcken aro stilt ueat, but
Jay has aready left (o the office Hopetully.
she switchas on the scroen In the bedreom 1o
soa ¥ ha hos teft hey a messoge  He has. She
basshas hor holl whila watching tm say good
MOMIng to hev on he »creen. She ggoles as
hes message fums famantic. o pioys the
massage theough ogoin, then etases it st the
chidon thoud ind 1.

She bagins her mocwng household routine
by sethng the tompserahxe ond secunty con-
sols for dayhma  Last yoor's wove ot butiglo:
nas in the ased had nedny convinc e Jay to
seek O job transtes ond redocohon, Dut the
sacunty systonm olayed Joyce s faars suttt
cisntly that bo put the Kea aside

Joyce and the kids ore watchng) the
loday Show over breokiast when the peogran
s intesfupted by o fikshing massage fiom the
school classes hove heen cancelad ths
moming due 1o a matunchion n the building's
ventichon system 10 hat surpnen, the kias are
lass thon enthutiashc obout this turn of events

af's odd ¥! weve ihek age. | woukd
have cheeved.

The momng shoukin't be a total oss fot
e KIS education. Joyce dacides She scons
the videc menu 101 some suitoble programs.
picking and locking 1 one entertainment
wdeo, sandwiched belween two scwnce
videos from the school Sorory

With the chiidren occupied. Joyce 1akes
core Of tha morming dishes and vocuumnNg
They 't have o casseeola for dinner, sha re-
movas from the freezes a dish she hod pre
parad kst waek, puts it m the oven. ond tells
the stove she wonts 10 seive ot 6 30

Joyce is the household money Manage:
An od in the poper about investment services
rerminds har that shae wonts 10 lock tor eifema-
tive ways to handie thel savings account

WIth tha chilcken watching the iving room
screen. she uses the screen In the den 1o shop
tot cetificates of deposit She finds two CDs ot
an attroctively high 1ate. the background
record on both institutions appears sold

Botare mowving tha cash, she decdes 1o
Chack with Joy 10 ask 1§ De s seen abettar
deat She calls im at hs office and shares the
financiol mtomohot screen with him - “Sounas
(et honey. let'sgo tor it * he says Then he
excusos himsalt noting that “I'm onmy way 'c
Qmeeting ”

As 500N as she dsconnects. sheeahes
she’'d forgotten to tell hem something (in
caling hazk. the s notfied that he s owouy
trom hi§ Jask, (0% leove Q wideo Mmessuye
She rephes to Nis MoInINgG w0 QIsetng: uikl
marks it "conhdential ©

| sure don't want his boss fo see Mat
one.

Then sho nngs 21 and completes the
tronster of then sawvings ACCount Cash rIo < 1
“he tgures the cniddien mus!t te nto
s et Dy nOw - but finds thot they e it
QLSO N the vied on genshcs

HQY e Qrect, I colt Mo so we con
start planning for the oy get-
togeihar over Fowth ot July.

Fhe retums 10 the den and Calis het rothe!
n Vermont Mother suggests they inc'udde hot
sstar Judy. in the conversaton, wnce she P e
coming in from Chicage  Joyeea calls sudy ot
hat offica. and tha three proceed to discuss
holidday plons 500N thev re Kuughing about
than hikanously Cisastrous tamily reumion ot
1094 the yeor Judy inwvited all of her in-iows
Jovce’s sster notes that she stifl has g video of
the occanon Mofher shneks ond insists Jucty
tronsmit hat o Copy ot once

Joyce. meanwhile 1acenes onothet
Intesrupting Massage from the school A
classes ore suspended tfor the day. but the
school will re-opan tomorow on schadule
leachers will ba dspatching assgnments to
ther pupils in G few minutes

Joycea s mother consders this artangerment
grossly untar 16 her grandc hildren, saving that
the schoot shouldt smply let the kids have the
day off Juyce cecides to exit on this note
and turns the coll ovet to Judy
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School assignments for the kiis armve an
the scraan a fow minutes kKiler  Joyce doesr't
bthes to pant out copigs. inowing that tha
kicis o0 Quite comiortabie going thed home-
woOik akactly on the screen.

She Mokes 1han SouP and sanawiches,
than retums 1o the den to 0o hay aerobics
session. She has found that she prefers execcis-
ing in tho middia of the akary rather than befoie
braokiast. 0 $he usad to when Jay dian't
have 10 got 1o work 50 edry. The aarchics
CIass Over, §he QOes 1o the kitchen and
switches the screan to hat gourmet diat pro-
gram. She eniays tha recipas. which are both
Inexpansive and low-colode, and she finds the
chet ent

Horcurremdafmfobewmnqmo
notes with plecswe. She finds that she can
now Sip Info that maroon deess thot had bean
100 tight ost wintes.

Thig RECOVEFY EXOIMPTS hav 10 have O ok
at Hech!'s vidao catalog@. ond ths year's
wintee fashions. Hevr ave s dhawn to a pariicu-
v cocktold dress. not peachical. but why not try
# on anyway? She dmulatec the ceass on hee
glactronic mannequin, and fums the manne-
QuIn OroUNd slowdy. With a frown. sha deckies
$he NEaCEs 10 1080 WO Of ItVee Moie POUnds.

$he wants 1o go {of hé usual affemoon
waok. but It 's iaiher detzly. ond she in't sure
she should leave the chiickan clone anyway.
insteod sho colts her figndt, Sally. for g chat.

She nottses Soky's 1ed, watery 8yes ond
asks if she has intemupted Sally's favortte soap
0pera. Solly 1ay? NO. 1he's Daan Crying be-
cause she hae a bad earachs: Mmaybe o s
infaction. Joyce wgas Saly to usa the rmedcal
chonnel ona se6 ¥ she can get some quick
advice Saly sayt maybe the will. though the
paoin’'s nOt as bad now

The woitt thing. Sally says. Is that her bus-
bona, Tony, was going to take hee to the

1

meawdrmmwnmnmb'c\g\-

1 wondler ¥ fheve's 800U h heve or
w (o buy owr yacht yel.

mokes hir @ martini ond efs him unwihd in the

- -

-~
'b.ﬂ
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n 100 faxd Indemesiaton e taxt Irdameataion
........... _-----------
o8t har @ Hev Pusbond. Jay. ecves @ shoves e Joyce can show her hasband, ot
LY VIGO0 Of himead roeiing Nev fiooncial he OMCe, o KITH KCIeeN Of
@ood moming. Informalion OMOoNON $he's viewing ot
[___IEEEEREE RN Kcreen home in the den. and they con
fempecatue The Nome s uipped with @ the Sdormoton
0N ity snaxt IhaNostat that oppies o falking 10 each alher.
conhol CONOUR METQMDINGhNeIeting: IR -
appropakaie 1o the ma of day feave O video Anwadng machings Can NCond
™his system keeos the home IEage tha pictune pation of G vdea-
comfortable. whie 1aving phone col: of. # O Peran k not
eneigy The security sysem caling ROM Q SCN-eaUREed
NSNS QKT Hat notiy the Phands WTDNY recond e oaler's
police outomaticolly if on OIS, The COM GO MOy
unouthorzed DEION antecs ndocie hat o Cok s “contdan-
[ IR 1. “ugent.” uic.. o 0 signal
MENI0e Fom The KChOk, which may ot any wil 2 Inform 1Hhe Rcading party.
e school A Nead 10 MeACh pOoSeNts in el
0N SMeNgencY. can frankmit o ransfet vings  CoNmATNS CON CORAKT O Widle
‘hionket’ MESIOQge slachont- accound ronge of inanciod
C Ity 1o the 1creens of of pasenh nstantly aves thed home
wh wiah 10 De 90 NOtNed An CIORNE.
OUIOMSHC SENGE Wil tol the - ----------
sChoot which homas did not N hee sapise of hae chilckon's
roceive the MNSage. authorttiss m niecest In the cisnce
wal 1y ‘0 contact these parents and of thekr reluciance fo sfay
¥ ONOIheY way home from school,
[ IR TR TN batrays hes O0e. Thanks in pcrt
nalikable Joyce hs o degree of contral 1o the
over what the chidran, may COmMPUIN and WOeO IYENNTS of
picking and watch. ond hat access to tho e 1990, the Ine bedwesn
Cking In SChOO! RMOTY's @x1ensve video education and entestaimmnt
colecnion
-
lolis e sfove Whh ‘he fouch of o controt wWhat hom Unlimed & the pichrs
pOnel JOYCe con tel the stove auaity. Thel Nigh
10 cafrost o dish. boke t untt SCIEN CONVEVE {2 mare Infor
TONY. ONG KEGD I wosm Ut MONON, I G MOSW COMMY, vivid
seng e SHMe- stoves con wQy. Hhan the 0kd Foiny pichures
pedorm these functions wa Jovoe knew os a chilc. The
VOKCE COMMOonNdE. powee of high dedniion Imagery
L o hat made video an effective
shop ke The Horne screen ik a $Hhopping and] wikialy aed medhum kx
cotiicales canter for, among othe: things stucHion i the phydcal
cial seevicee. Jayce con
bockground COMEOre the latest rates of [ IR
weord any petitulions QUICKY, ond include hes The three wormen con fak on
vicra' DUDEC INFOMotion about e, Aty the . Kom

a2
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DRLAVIRING Wl
0 e test Indempeatolion 10 the teat Indgcpradalion B
[ TR [ IR
Judy oo SONANgG @ VAEOtape over the elechonic The MOse M0RNESOONCT shops
Mt O SO0V Phone INg k 0 simpie ana L T AVE BROAUCEO “elecionic
oL OcNon. ” smvice, which ik
fumes fhe Even though Joyoe stared the aQids 1001 Joyos hae
call oved cad. the doeen’t have s Cofr alOwed HecHE's 10 fake @
chxie . She can taneles the
biling of the cOft 1o har sises Ot pickae Of har, which & siores in
any pakd. 30 hat shwe con hang s vicheocompPater 100 e I
up ankd et her sister NGt Mothee “Modeing” Clothing on %
continue thak convengion olcionicaly whHaneves
uniniemuptec Jyee feels Re home-shopping.
aoing thel The chikken can use a ful-sed plichure Jyoe 1o “tum
horrwework keyHON f08 waihing thew around” on s soeen.) The
OHIQNMINTS ON 1He ICTeen o Chic #ons in Now York have
Hay con e 0 ‘won.’ o QONS G FID AT, proviaing
‘MO, " of Othed RACh devices VIO CLSKXTICE facthd
that enabils O pason to snter viaucd
OO ON 1He 1CIeen sMply cloiting syl odcue thot  *
by L1 househols wOUd e the Most Satheing o
GO NO? have a Kl keyDoard at L) PR RAQEON e
OB Othar 30 CONRMEN Can smikar o
150 thel sCIeens 08 “typewatt decide how they wan!
013" wOid DSOCONOTS. #iC 10 lock after tHhe
n ----------- -.. ..... veve
peotens Joyce con slact oM a hupe Salty'y nedl, THe K000 CONVEYS greot
exarching numbat of exercike ond diet walney eyes abiisty of image
best nated 10 her. ond watching maioet Saly o command hee T
them when e wonts chanaed VIO Unit 10 Ican for medical
- ves St Paiair. .2 oo
Hechit's videa As with a panted catalog. the earaches. of the con e
colalog CONRATIN CaN View O VIOWo Hae £ Teen s LIty channet fo
cataiog at her own pace. tok face-t0H0Ce with o piwel-
MQEINQ ON iteme Of KIPDING clan.
post them,_ stc . and ™ -
out® tome for stovaga Inher own  calch ihe The Treadon Symphony Onchestea
videofie ¥ she choocees She may whole sels hall-piced. closed-chcult
ocder Avectly from the catalog.  pedormance VIdeO vevsions of N peetor.
pOying for o tem elecronicaly Mances Ofted The fact. Thanks ©
and having It cekverec Agral fechnalogy. s sound
QuUOBlY . even 10 the expeit ace.
os good o "
[ DRI .
folshect Belr The chilcien fum n el hame-
homewan WOrk the ST wily they re-
1 ghactranicoly
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n 6o lext kvempradation in e fext Indeprelafion
....... sens [ IR
M DACQB CAID  JOYOS JON G NUATRME of flench Nenews marm oy, e
n takdng ota 10 ciges! his TV news v a Certain
commercial udeo fhat's comforiable
Mvce. Each piayer con see hiTx @.g.. A3 fha heaciines, than
he other fheee. while hae “hond” 110 K0S, NN £10 Duainess
s cliployec ot the boftom of the 2CHoN. THE ICIeaN's news
KCreen. Thie DEON PIaYs A card “menu” Iy Miect Mems,
Dy fouching R with an slectronic S1OP the Aow of News, or ceve
wond.” 06 by noming the cord deeper 10 0 habject. as he
m ------- C M - ....... .
OOIITIEM CON 150 INAF ST g Okt Man Conmsms can orom o pastice
MR box {0 access ol ronge o sac Ana The Seq K ViKION OF @ MOVS, aNG e
frone mol evices ! a s4lect among voartous ackonat
ROICDMN Wit reCeve o bt of opdions. Jay and Joyos have
nNComing Neay that he o she KOO MO e
may scan betore nveengating o Spencer Irocy vemion of The Cid
- Oiven ltem frthor. MdeTh.Sou.mwm‘
Of the out \\m\‘l.f:ﬁm.md om
account stock purchasing products on

a Qiven e it automaticolly
Duys More £hares s It recaives
funckk 10 GO 10 She has the

ne
account Sha congiden this 0
“1ainy day*® ing—on occount
at which she rarely aven peeia
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Christopher seas himsal! wandering
through o maze of rosebushes. frying to find
the telephana that's

Then he realizes dimly that he s aaming
The bedside monitor has een tying 10 woke
m P for the past ten minutes Groggiy he
shuts off the monitor alarm ond forcas himsal!
1o open his Aaves wide

Rosebushes, rosadushes, t's soe: was |
SUDPOT O ONCV SOMe osedushes for
omedady?

113 nc* unusual for Chrstophat to dream
anout work he runs his own Business, and it
ives of dies Dased ON his eftort.

Toothbrush in hand. he s on the edge of
the bed and beings his dolly schadule up fo the
screen  The doy's work fums out 1o be o
jumbie of terr * @ has 10 hondie or IoNow ud
on feekng tou foggy 1o dacipher ok the
1toms he pints Ot @ Copy 10 reod duang
Dreokfast

While waitng for the coffea fo brew. he
colis Jatmo. who says that he's ready to drive
over in tha pickup truck  Chastopher fkes
Jomo § “con do’ atttude —which s why he
promoted him ¢ foreman

Soemo’s ot very strong on cesign.
that dont moviee much: he con eeam
he BaSCS On the screen.

Chrstopher ond Jomo arive of the nusary
at § 30. finding the crew akeady walting to go
to the b sita  Christopher pulls 0 tist of mated
ais from the office computer: he and tha clew
NaVE IHe SUPDaS 10oded 1N the frucks by 6 30

Chiistopher ditses 1he picku fo the job
site. with the others fokowing in the iuciks The
screan in the pickup wams of o fraffic sow-
dow. on Route 29 ond suggests o detour
Sruthng lones 1o 1oke the detow. Chiistophes
Quickly Phon@s Joimo and teks him 1o Qlavt tha
others 10 tolow

Today's work 8 a faiity routing londsc
job invoiving the nstaiation and colration of
o yard #ngahon system  1's important 1o do

Ho

VOry 0D will, CIWistopher Notas—ospecally
whah it's thew fist )b i o Peighbohood

Me grass'T ook ﬁhocu
famee will beag fo he

e woler she's saving. w.’lmgolfhp
business Fom | v naighbon about

YO 0N NOw.

Te customer has bought the (tomane
humcity-anven of. 0. The crow mave good
progress wirh the instcdiation ond, having
frenched imost Of the Qarden’s pesimeter
beotote 10 o'clock. stat laying the sprinkiar
pipe ond contiol cobva.

Just batoie lunch, Jamnao taks Chiistopher
hat Stavras con’t show up on Mondoy be
cause he has to go 1o his son's schodd Not-
mally Chistophes would ignode such o tempo-
101y VOCONCY 0N Mis craw. simply asking avery-
one ase fo push a kitie hardar  But swnce the
)obxssfrcmgcow important, he gecides to

seai somaone 1o M in for Stavros

Chastopher asks to bomow the customer's
wdecphone. Entenng his code. he instanity
receives a reiminder that he neads to cok tha
bonk about his payrall fransters

Then he coks the labor pood agency  They
have several workens availabie tor Monday
who would it smoothly Infa the crew Among
hem s Wity Max. o handkcappaed vateron
who's on expert at designing outduor electn-
col systems

N WY 0t MUCH QOKT with e earh-
handiing equipmet, b | con jupple

Hoving tuken care of 1he Monaay lobot
problem, Chitstophet caks Maryona of the
bank 1o check on 1he paytol ronsfers  As
usual, he xnuists that she Qo out with hin the
naxt Night sha's frea  As usudl. sho 1e3poNds
that sho won't be free until at least 2015 As
usual, ha counters with G golont remark he's
Ot aApased gt her unavaliobikty, ¢
how great she's looking today  She beams at
he, and then from the screan

Back at the Job site, Jorma ond crew have
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alegady storted - ragiads the tenches it wil
be an early day—x Oiten happans at this
stoge of alob. With Jarmo wadl In command,
Chistophar decides to heod bockto the .
office to order mataniols, Check work sChact
ulas, N COll ON O tew CUSTOIMENS 10 $ay helo.
On 1he way. he Mmakes a change In his cirec-
tion

MWMMW? tecando
all he office sl anyway,

With @ beet n hond. he w  %es in front of
ha screan in the den. Aftert. - ~g core ot
$0Me routine businaws, ha wan.. a 1ok ot the
upcoming Golden Home piolect. a new
housing compilex 101 senior citzans for which
he & o subcontracton

He brings the site plon to the high rasoiu-
fonscreen The ovevall picjact & krge and
clutterad. to bettor idontily his own confrac-
tual scope. Cheistopher mognifies Cetan sec-
Hons Of 1Hhe DIoN dasign O he CON $ee tham In

criep detal  Quickly he recoes IN on the path
floadighting yrem.

Evouath I Mo grove o wilow bos
R T .
some saiaslon, { bet.
The WK andals some
€nce he har 10 order supplies wal in acdvance
of s figures this s o

.
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PRNVEENG TNE FSOMNG
in e fext fvacpreiolion N e faxt Indecpeadaiion
o~
L IR
The bedide ke My otha CONMETINE WOk Conaicates o8
MONNGH Chvistophes has & bedeide SO0N o it
MONKTY O STl vansion of the Chvstopher's 2 numbes over the
standont TV-waeo unit that §
DSOS VrHOUE SpeCKY Hanc- -
ficna auch o olosm clock (nd coll Maryarn TINETOPHer coutd peroi theg
POONY thed MOMIng coftee % e bonk onike roneoctinon
B foster—# he chind  He anoys
he pikvs out Chistophes can pant out tha Danhving with Maryann bhow
Qcopy formahon 1T appeaass on tho v
Kiegn wihgasncltilont pnter mEE- - - - - - - .- '
aftoched 10 the bedide mont ordex Mmokecials,  Chrwtophos Con use his home
e eview TV VOO WUi¥t 106 Nusmerous
L R - Dustnass funclions. Incheing
leam the basics  Chistopher Agr s08 SO Con SENINQ TN rganiing ts
M Q 101 about Rnasc oong NS AN oG Ve
RSN Dy means Of o ) Okls phaond ol fo clants
At Ofe OvOuQDIe over Dis - - o
Aoisehoid TV video sCreen mognites The computetn rerxshion of
-l - . conain ictions o KanNdeC apIN pian okows the
BATC HOWdOWn  The soreen in 1he Dickug: tuck VIOWat 10 “200m IN° 0N any
oh Route 79 MOonitors the state Nighway BCHoN toF O Mok dataliedt look
svstem Broadc omhng dato 1t he wahos. Christophar con han
aDouUt CONQESTIo 1 e Mot o PIChNe around and view the
Jnetes A pic 1ofal dSPIoY on iancscape om the cppoate
hey Iower DRt Of The windshiela crection
shows whete the ie-urs ofe  The
OO IRUCKS N THhe Caavan Ther uier Of hegh cJednifion (v ugh
¥6N T 6QUDPS 3 WiTh sCTBens 1S30RIHON) 3CIA0M I8 COTYTION
LU Thay do hava cobular todw iOoce MYy STad
telophones Chistopher artormye conkacton aschtecth meical
Jatno of the detour and Jom v practiionen ana othen whose
et Thes Othars woik Nvolvos a strong visuol
....... . component ty mast conwmor
humidiy drven  (Onginally oevetoped for mow sy however i for hoere>
ophon MM it 0 fruCk fanTeNg antertanmant
haw devices con ocivoleiowr TR - - - - - - - - -
SENEAT DX Oh Iwns  Nead fancy Computer-iced deegn (CAD)
fov wate: Thay are popuiar with camputac sl har fowrehed for years, but pee
HOMEOWNNs DEC e they QOMINaNTly OMONG Kepe
“onsevve coshy water anQ busineda and NEHUHICNE usens
Lroiuc 8 hadlthy  veroun® igwns Now it has bacomae commaon for
-_— - fhe computerdtarate antretve
bortow 0 gntaning A own D o any nour ot well CAD mokes # aasy
CURtomer's “deophone Chrstophe: 5 0 3O GeNON wixk ON O Com-
videophone eftecively mang ! "N own DU SC100N0. LING O “waind.” @
Lhone” fempoiarty for prochicar “MoWe.” of othaw sUCh devices
DUTKses  He May cutomnatically 16 ted the computes how to
x cass ab the information and QANONQY design slemants In the
servicas he woulkd be getiing on D e The Computes doos
his own phone system ot home MUCh 0f ths GAIgH Work Ao
For nstonce his own cormpniter maticoly JOmmo Can OcCam this
QA0 16rmINGan GRPAct on e “fancy computer st via the
screen, ha Can OCCess his own Wk Dahwaen his TV-vdeo uri?
Drvgle Wing systom  Any colls ond Crvetopher's. ¥ he noeds
he mokes on the bonowed haip_ he 20an cot Chistonhee
1r0Ne wil he chotged 10 Mis while the Informiation is s on
QCrount autematcoly ot the scteen. and both he 3
upiropriaie he 8 pass thesws Chestopher can ook ot the
costs back 10 the customer oM matedal
TR whilo they clecum it
abot poot Tras commearciol senvice with can e 1ot his movie 10 ke
ogency witich Chist yphe! has on the cal wn his screen. arvd e

DCCOUNt Mantains a profse of
it DU 30 4\t 1 con stor

- -
—~ s
e

rapUTe wolching the show
whete he wft oft
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DSUVENG THE MOV

CWEDNESDAY * JotuDiv18 2008

Awckaning. o uml, without need of on
akxm, she enjoyt the shaing of Iight chasmber
MUSC 06 e waifs for tha un 1o ke She on-
ficipatos the next plece, cne of hat favorite
Boch quertets, ond huma along with it whon it
bogine. She atso starts thw coffee for Garth,

Poos boyt | hope he's Not 2eeping fo0
ioke houxs agalk.

Wishing she Coukt QO waka b with 3 hug.
but feelng the eaty-moming stittness in he
logs. sho tums 10 the gentle aubstitute of
sheang har Boch quartet with him.

Soon Garth ik up and hurving fo get out of
fhe house He has 1o be on his way 1o the city
bofore the raffic gats snared Nonathaless
Sarah, who s watching The Today She-w when
he cormas dawn o he Kichan, immediately
switchas to his haodine digest h defacance to
has routine  He kisses het forehead. guips hs
coftee as his syes giance up ond down the
screon. and hadds out the coor

Oh, Garit 1 hape you'l leom 1o sow

Bamused by he hurled poce. Sarah cleans
up the dishas and waten the viclets before
sytuming to The Today Show with har cup of
DOODATNINt tad

She is mdnQ the dough ot todkay 's postry
Class whan the Chme reiminds het 10 prepare
for hae moming check-up  She washes her
honds and puts the maedical braceiet on het
wrist  Tuming on the screan, she chooses a
QUFAaNiNg DFOrarn 10 watch 1oz the tew
mrwites until Fedo. the nuise of the chmic. wil
coll

Fnedo’s cald antves five minutes late today
Sho sées baghlly at Sarah. though she seams
a bt hamea ~“They ve given you 100 many
potients, my dear!” axclaims Scagh "No t's
Ast that M Randall had o few complaints hs
moming 1hot she wonted mea 10 100k 10 ° savs
fnedn Sarah notes that M Randol has a

fow compiants every Moming

Saroh phugs 0 nar braceiet without being
pompted  "Good.” says the nuse as she
Monfon Sarah's pulte  “Your Vot igns ove
nomal, Sorah.® Fidkay & the day for Sorah's
wooldy pasl-Opeeaiive contutation with a stoft
doctor “Okay. I'm going o get Dr Moriis on
tho ine,* Fieda says  “HO's 0 youn snthust
Qstic soet.” $he 0Ads with Q smike  °I think you !
e him *

Momant= igter Savah & viewing Frieda on
the laft side of hee scraen and D Morrds o the
ight “How ava you fealing today. Sarah”* the
Soctor Qs Dreaziy . as he glancas at her put a
Mambes TAny pons? Extre thed?” No. she
rephos, e $OuiMS N

“Let's cOR up youw kilest MRI picture here
for 0 quick peek.” he soys " Jurt lovely—
aPPEars you 1e progressing very ncety * Dr
Mortis savs. “Your carahac catheter pictures
look graar. by the way, woulkd you Iwe 1o see™”

Sargh catchas the wink from Fieda "No
thanks,” she politely dechneas

The aocior ordars the nuse to setup a
OUsine visit of the *ned-mobiia to Sarah §
PRICE Naxt waek for some mare chest puctures
Then he leaves 1he screen  Froda books the
mad-robiie ‘s visit for Sarah, who makes o
ramencer tor hasal! "1 think that takas core of
owr businass for today!” says Freda

Saroh, hopahd Of O KN Chat vartures nto
the tubjec! of Fredo = doughter In Cokeqe
*Oh.t msoay, Sarch. it's Mis Randol ogan.”
fnedo says “That's all ight dear.” scnies
Sarah who asks that the nunse franster her 10
hat sacks worker. Modeyn

Sarch fnds Madeivn In a moie chippes
mood thon Friedo. and beging Dy comphment
ng het on bee hav  They discuss hasstyles ond
harcassars for a tew minutes. Madetyn urges
Sarah 10 stait going 1o Plene s agatn when te
weather gets wormer

Sarah tels Madetyn 1hat she hopes to
attend the senior outng next Wadneway but
Garth con’t get away from work o toke het
this tme  Modetyn chacks her rice boatd ona
contems the round-inp 1or Sovah on e spo*
18 there gnything elve | can do fof you to-
day?’ she asks
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Actualy. yes. says Sarah. she wondevs if the Finally sho colis Garth, he's out of the
Social Sacirity peopie have shalghtenad out office She leaves o massage asing that he
hor stetus since her iast heart attack. Madetyn Dick ugs SOMe ground anise. she thinks ho con
notes that she Qave the Sockal Security Admink- get it at tha crugsiole whera ha has to pick up

siration o detalled ocoount of why Sarah het presciphion anywoy
should be considecad disabled ong thasefore Mainly to acse het sonsa of gQuit about
anfitied to SS1 banatts as well, didt Savah's last baing a burdoen on him, Garth had proposed
chack reflect an increcsa? hat she wse the arugstone’s dolvery senice for

Saras, not swie. gives hev bonk occount har peascrpiions. but she was oo uncamion.
AuMber 10 Modelyn, who prompfly sammons o able with the pvaspect of opaning the doot 10
bonk chivk to the scroen. He compimants strongers
Sarah on hae guick reCovery and then vesties
hat the kast ot Wit the amount Madelyn Maytee I'E give ¥ a iry, though. The
thought It should be  Sarah, not wanting to g:cuy service works ksl
Take Morg of the tme of etther parson, thanks . And Hhey wee the same
ham both and rings off dedvery pacson: that's whot | ike.

' 00 Okadt 10 Gt 1000 Waia few Sorah haw soup for unch, ond then

Colkax. Pavish fortid NP poor Garth waoiches Video Book Ciub for awblie  In mak
should ave 10 spend ot his vaocalion cftenoon. by iote. she Colis her bast tnana
money on me again. Betty tor 0 chat. Hetty's imoge appears on
1he screen to resmir 1 Sorah that she wil be
Had momnQ’s business conciudied, Sarah QOne the naxt two waeks. visting her son

feek re0dy to tum 1o hev favortte hobby whoto wife had st had o baby  Soxah's heart
Dolang. She tunes I the pasiry class and sinls, she hod forgoften about har fiend s im-

fokows along. enjoying the chatter of the pending absence

peograsm host  Having compiatad the st

stage of the day’s recipe. sho Puts the Danish | must have madie mysel Knpret on pur
mm—nomomwnmnmmm pase, O am ¢ kist loding N altogether?

tor pastry ‘

Sarch leaves g non-urgent messoge fot
! Now, jai’s see: coie. Ground anike. Bofty “in case you'te watching this 1 just wont
' Wheve did ! put that? you fo know I'm fine and { miss you *
Faaling a mild sense of gloom she panders
$he stops the class 10 look for the ngred- what to o with herseit  After O few minutes
ont, but without success Affar soma thoug . hesitation. she retuins 1o the screen once
she dacides to campiete the racipw without ! moto
the ane pice. H Garth ikes the recipo. she '\

make it agoin—next time with ane, she Maybe 'l ry PhonePcts G our senice
hopes. She puls 0 copy of today's boking chub, Ike Betly supgestec. She savd
ciass in Garth's videostoroge so she can refar she kel it a iov,

foitigter Then she wonders whether she .

should ask S<rth 10 pick up some onke for hee Saroh calls PhonsPals, which automancosy
on the way home displays is dally calendor ot conversation

topics and phone numbers on het screan 1o
He afways says he doeen’t mind, and het plaasant suipise. the'e's 0 "phone-chat*
be does iove the pastry. 0wt I do hale  In progress on baking ond cookery  Soon she
10 bother him. s disCUSENQ recipas with Janet from Steuben
vile Loulse frorm Morgontown ond june froin
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nge off. feaiing excited about her Sscavery

and looking forward 1o Caling 0O on the
morow

102

A

Quicily sha calls Garth, taks him About hev
CONVATHian, and kets him know that he
naadn’t pick up fhe ground anise offer ot

After suppar, Garth tries the Danish twists
andct Prociolma them delcious exactly o they
e

"Don’t stay out too late—t's A waeknight *
$he admoniihes hirn cs he heods out 10 see his
~urent iame, EiNe. 0croas town. Me makes
ha¢ pronmise not to wory. and entes the
Mnambecs of his car phone and iaine s opost
mant nto his Mother ‘s amergency pages

On his daportuie, Sarah cul U N bed
with The Sound of Music. duing which she sips
comtortably into seep for the night



DRNTIND W FROMEE
N e Nt lepreolion n e st IndeRvelaiion
mmm SORON hOS PYOGIONITEd hev gﬂﬂo Batore oCh Mo
ORI 1C168N 10 pidy cartain Yaraming Ing checiun wa her macscol
anficipaie e DICES Of IREIC B 19U S . PrOgram . e poflent & acvieect
next plece starting 1 hour betore oown 10 reigee fOr severct rinutes n
Thouph e Need NO thamn OO 10 e 0t T Doy b
CIOCK, $HO ANIOYS waking up 10 oo Ond 1t aF VNGl Sore
hat fovoitte Maloes are of thalr most sable. Saroh
[ eNdE itmes sevecol minules by
worta the cotee  Sorch actvates the kitchen waRChing @ franGul progrom of
Coffee maked Outamaticaly oM 1ot The facy hat she can
Ko het Dadt 0 rogie health acmly A<t O POOGIKET 0N QOcien-
$Ha Na COME 10 rely INCreaNNGly g miach ha foct i e
ON SuCh UtOMatect devices o aw avalabie
hedp hav pewform her housenaoid an 0wt aray of mubjects
utioy [ DN
- - .. She smiles Scrcty anct Feao alarys fak by
kg has WIH 1ha fID of O swilch she can brighlty MAeonhaNe KNOar 1han by e
Bock quornet seNd 1he Mulic oF OSher pro- of yaslacywos
romhung from hee screon fo Sor fypifes the. rendt of
the screen in Godh s bexkoom CONRITIN 10 skt waing e
S e MJeaphone Ax idecial ol
He hecxiine Soecdh 3 30N DO 8OCH PRI only. ana hen using ¥ for
dgest mbymmgcnm:eo'mm al cale O ey grow oon ot
KOOI haadines custom. bl with the naw technology
redumning 1o the nedtom?o‘ts(mm then goEg-.-........
Todry Show OCO! WS, HOskeItxl pracact M. Bondcll hatt M N ol
NG Othet 300 Borms WMitex1 10 compicings potimnt of HIeAO'A, utrwely
two paragiaphs) Sarah con Compiaine of aeTplaTs thiot
Intwupt the viewing of har own nd Fedka 10 hee soreen's
show ond then iensne watching MeE0a oM base 100 Invesign
It It her CONVEnIence without Hon. Faaa keeps hee paNents
mIseng ahy port LROONIS ON 1CTeen (Lo
--------- fax hee oW pivete viewing) 3o
hect peoblems  Sovoh han 0 Ntory of heort She can identty on onQoing
rouble ond & curenty recover Probiem Q symeiom rmight
i 190 Dyais heart segany
- ..... . - ...........
chime Sarah wset On Automatic your iofest Tha doctoe can gok Instant
100NCe hee «Srmindiev Systevn that plays a MRS Dichre occes Yo a
cedtain 1one (O chime. o trum xchive of Sarah's ente medical
pet etc ) ot the approgxiate Natory, Inciuding ait
T 10 reminc! hee of some POCONS RACH 08 x40y, CAl
mpottant fem Many such e, MOGNING TMONTINCe
witerms ore volce-activated e (o]
Consume ol the screen the CorNon N he 108 MR o
fype of 1one $he wanh 10 heor
and fhe iMe Of tyaee ot which IGuS that AXThe A compuesiasd
she wanfi to haar it The con- PIchure by genecoing o mag-
KTt e con opt to hiave the NeNC pothem N the woate:
CIEnn “40egk” 10 hae In hee own Molecuies of 5ot famws
vOICH 10 GOl 1eminclens
- CORpONNON and
madical Snce hae heornt argady. Sarah of MeACal FNOGE Mok Deous )
brocudet Graat banalits 1o both docton
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has undergons dally checkupe
wivch. thanks 10 her madicgl
brocelet. do NOt requike that ahe
QO 10 O hosptal of cliinic By
Mears of talematy  ths Jevco
Conveys basic maedical Inforrno:
fion about the wearer (puse
rgte biood peramse. @i¢ ) lo o
GOCtor ot fwnd 3t Q rednote

o¢ aton
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W Bve foxt Inhevpreiciion n e faxt Inderpreiclion
- ...........
pecialred MeACE IMOgNQ Mok SONON CON LS DY ICTeeN's
CINICE Hhat O JOCKM Con ure renindaar ANCTon while o'e: B
Common—tea eeing each ¥ g videaphone. In ik
aivickcal doctor from maintaining e 8w leaves hesek o volce
coetty meNaQe. “Med-matle ot
NG he patent considerable NOON,” wWhich O chime wit
PO, NCONANeNcs (and. N reminct hae 1o play DOCK 0N the
<ol of x-4COY3. POtental haalith moming of he copoktedct day.
.,‘o‘morm [ JRA
ogoonre), eic Mes Ranacall Fedo hoe ecalvad an uent
Qo RMMEN Masage on her
DIgtal MaDe pioceasn) and acraen from M. Randal, who
stotage ety daCton—euch o8 Or has Q N RIFTPAGM 10 et
MOMBARYTROEIO—RAOMY R - - -~ -« - ¢
COly CHMEXTE WO OF ITXXe Je board Moadehvr weae her screan fo
MOQe (8 Q . MRS pictunes) fo MaANan a icheuie of gvaloble
106 how O Paflent B Drogressng avan. and e Shve doles and
oven fime com- OOCHONS 15 Wieh KWy (T
Dutee progrome ety anda She updiates
analyre any Changed n pichures o
hat Incote new prob>- peophe oal 10 ask for o The
T post-eurgical KIVar HOVe VOICH MAEOJes o
o, etc  Doctoss oo ke the “1el° 10 e when they wil
fact hat Thess iR fecors be abie 10 provids ronosto-
take procticaly no spoce to oo
fore—and don't detedoate | IR
oves Ime oF Qet lost In the mal MENNON O MoKy, Samah, and? e Dank
[ FE RO bonk clerk ik CON SNQOQE NN 1 @
cordiac Dr MoTh refec heve 10 Nteenai vdeaphone cal. each panon
catheter “‘mavies’ of Sarah's heart n waing 1w other two on the
pichures achon, that et him e wcroan  Thw foct that the cleck
defrition. <N 400 Mt Customar “face o
aetl he Dusmping Of har st fo0e° parmily Fem 1o dscices hes
he apening and CIoMng of hevon acoount holancs 1O
vaives efc Az with Bl iImages hee " ovex the phone ©
cordiat cofhete ang cther s NP
oction® Fmages such g s i e This program s for
FONOFAImA CuUn be fomd pousy chme WNQ any e o 10 am.,
ROty ON KNt A, OCCaeed 30 Sarahy oo weching it
instantly. for [~L 4 %] whHin She oo con
detaled comgater oncivas stc  videoelorage “ravand” B, stoce N ond play &
O More's enthusasn for mch BaCk b 5w withes. ¥ she does
mogery falls 1o take AN 10 KD O CopRy. e wil
O acoout Many Potents Pl R In hat son's video “leary®
a siorage snvice fo which ho
e *DICDe8 1hat leds i keep an
mact-mabile N MedmMobie k @ vehicle wlitited of
SUIPDA With various Kinc of recorcIngs o fle
aqpmant, nch o8 [ DN
an MR icarnee. whose data it grocery Sarah buys grooetes by caling
fraramity directly fo o receding shapping e . QUINQ up onc
hospital over celuscr rado The  seivice aowh TNe elecironic [ ]
combIngtion of 1ICreen Congito: hat eQuOie 10 “ales.” and
fons ona MaS-MODEe ket ionking of pichues of e
pattents take care of many oducts an e thelf f - which
COMpPIS: sxaImINations o chooee. With tha fouch of hee
andl Proc Gk rse eaving AQer 10 the sCreen. she put
NONTe PEOCRICR I het edecironic

GCCOoUnt debited dsectty
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Bity's ymoge Botry & TV vioao unvt tecognzas .}
that 1w Sarch coling based on CcoOnmsTIN 3 Needs ar confoch
b pHONS NUMDeT  AUIomah Change 10 s case. Garth tels
Ol it DAY O VIO MENIOQe the device 1o tng hirn v ot b
1t Batty RO reC oraed 1o < phorm, and. ¥ NO CNewes
3arah N the &xpec 1ahon that e, 10 NG M ot flaine's
het tnend would call apahnent §naithar nesaber
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10Ce 10 190 H LONWNAton va Batore otk

NOMG 11860 with, otheiry nn g
vosety Of 10peCS A DanRon con
1IN O CONVENANON Dy ARaiing
ho ONECt NUMDEAT—Of WDy Dy

scigen C ol ol biled auto
utic ally whan ey we The
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fiday °Grocka o Diost® Felpe muttens
olod as he ghances over ot his wake-up
sciean  The maching Qreets wm with i1 fomi-
K ting face, 10 the ocoompaniment of soft
comioring Sponish gudar  The Kghts rise sowly
Humanatiog the way 10 the battroom By the
time ha has spksshed wates on his toce and
bashad his teeth the smiling *oce has baen
rapioc e by his colanaar, which he scans
cunoiily

The calencas thoss 1Hot a fosty typwcal
ddy awaits him morming ond affomoon
clases office howrs. homaework o groce
Tonght is his tum 1o GO the temote class  Then
he notes he it booked 10 use the ot
departiment s Gark 10om for two hows

et woulkd have come up fonighy. |

haven? had fime 10 Moot 0 108 of Am
0 weeks. MO 08 well Mip ¥ 'R go

ol with Joan insteod.

He touches the “reschaduie” square ond
tnen goas nto the ving toom  Thate he
SWICHAs ON NG i sCrean ONKI Quaues hy
tovore oetobics thow  Cuemxas Hernosos
"Boches Beoultul®) Aftgr exarcising he hurhes
thraugh the rest of his moming routine and
heqds for the doox

Beatter moke N tncpoy, homive, ey 're

frycute 1o the ompus he romempen col
Joon W tihetg something etse 1007 (Oh
¥O3 ™Me wishing machme He decides 10 10ke
COre Of the washer business st o get it out of
the way Atared Mght he cals the tepas
sorvice confkms fhat a technician wilt come
out that ond grves the senice on
occass code tot gefting nto hs Qoactment

HovINg taken Ccare of the wathing ma
chine he cols Joon Qettng her voice mes
$OQe eniK o whiCh Inckcates that sha wilt be
back in atew minutes  Leaving his message v
french he invites het 1o 0N evaning of dnne:
ornaaancing Then as he pulls into the Pok
w ot he recalls anuthet tern  ¢.all RodoiPho

hat's B Fve got fo skxt uming Mof re-
NIV JNYIC: OR ITTY SCTReN),

Rodolpha, attonding Camegie-Mallon ac
an exchange studant In pve mad. hos areams
of gitaning U § cittenship andt practicing
medicine In Amanica  for now, haowevee, he &
@oing through the ttvoes of adusting o a
1OQIQN CUMKE In which he Constantly mus?
battie two Mojor probiems  hameasckness and
the IonguOge bomiet

Feino realizas that i talls to m. o
Rodolpho s only rdahve in the (xea. 10 held on
both counts Grabbing a cup of coftes fekpe
QO&s 10 hig ty oMice. tuins on his sCrean and
tnes to reoch Rodoipho n the few minutes
befote ckss

Ha catches toaking haggard
ond cisonanted. s Qiases hafway down his
nose. a book on s kap By of appearances

YounQ man telis Felpe NoY 10 woay, he has
planty of money thanis to 0 check he kst got
from Mama  Fedpe tals him 10 coll. any time 1
Hhe has any Voblems of neads advice

Then Felipe nns 1o his first closs @ mvhure
of shudantt who 0k padect

Aftae CIOBs. O Studies .t APEXOACHSs Felpe 10
oS hig anthutiosm: for 2 knguage lecture
he viewed on his screen iast night  The student
tecorded the leciure. and it wiling to shaso it
with the class  Felipe thanks him and takes
down he acces numbed, wiich he thares
with his suciants R O Mamo he 1enck out over
the sCroen on refuming to his office

NO 100ned has he sont the memo than an
wgent electronc nail aavives ot ha
scieon  The dean wanh 10 kncw # arny Rstruc
tor canfit In. on short nohce, as a Quest
DEKM O O 1DECial assamiiy Ot KNg Aurvor
Hgh  The @vent. o forurn on coleQe cuncu
tum of the fuhuwe. examinus how raos hegh



102

IEE :Rgtlm.oo-o;--u

——

O

ERIC

Aruitoxt provided by Eic:

—t

T . o %@%@

sudents can o1 10 belter thad SOl OpRor- Duving Felpe's allemoon ckoms, fhwe stu-

funities dents pnxent Bttie sid!s they have devesd. The
Folipe knows fhe Ceon would ke D send a  sidis are UDesNgly GO0, Contidednq ihey're

speaker, DOth o a public raicghons gasture and  COMING TOM MOk ICONCRYRT fudents

a3 Q wWay t0 mPress the school s Commitrnent  Falpe COMPIMents 1avecal fudents on thel

'O KOWaHNCOMe shudents QUthenticsounding Amesican accents,

Maybe | should offer. I'm a lousy Mees kikk are picking up Englie Kvler
oubke specker, hrough. han ! it when | oaame 1o he sales 12
yors Wiah Pt hoxt somie of e
Thot ha remMemies 50eIng sormeathing breciks gof now.
He POpers about O Pinceton proferor who
wis making waves i fhe field of educational Bock in his ofice. ha finds that he hae Just
theory Folipe call up his Newt sCrsen. orden  missad the call of the washing machine repal
Q sacHch, ond Quickly fincls the story it technician. He retumw the call and eare, o
Princeton’s Dr Gates. who At won angtional  his chagin, that the renalr wil cost $150 He
awoid for his new DOok Nt is Now on the iekmommmwa\dqmm
loctute Cicult Could he passiity be enticed 1o the slecaonk: fea market
address the students at King?
N uad waahecs avaliadie £of iees han
Seame craxy. but ¥ con't huat 10 amk. $200, and 'd heve 10 rcwe the
myr 3. WG neec e hxusle?
FeRDE $ends 1he story ONd Q Covel Merno an wed at repair the old clunkes Nve
back fo the dean. and fums 1o hs lunch  He's got.

sating 0 sandwich at his dask when the phone

ngs It's Rodolpho. he sounds upsst The Then he fince that he doeen’'t have he

YORNG MON 8 coRNQ f1om the depanment of S50

MOtOr vahuCies. wheve he i aftempting 1O

obtain his Ariver's icante  He doaan t under: Hey, wall 3 second wina's famly tor,

stond what they re feling him. and the foims ol ol?

fhiow him complately Feline coims hik cousin,

han seftches the call to his screan Ho calls Rocdaipho and catches him ¢ he
Togethar thay ok at the fonns and felpe was Gboaut 10 head oul o the libvary Can

walks ROCIOIDhO thiough the process of fillng Rodolpho iend him a smol sum untll poyday?

thamout Felpe then puts hs cowin on hold Swre snough. Fobosemmoo'oua\a

ond cals the Motor vehicia odminktration do  fransfen the fundk * Grackm. amigo.” Felps

hoy hava ¢ Sponish-onguoge oslistonce ine?  savs, ptmwfopcvbodtﬂnnmyon

1 tums out they do. In fact. Redoipho con Tuesday “No pyblem.”

COMpIate Most Of the appicotion DIacHss over ‘Nev—-wurcplckhotphawr

0 screen. Toldng with @ bilingual caminktrator Falipe. who calls his apartmeant again

Falipe retuma to Rodnlpho and gives him the udenmwtmmm&:mm

number 1o colt

Thay continug 10 chat Tor several more l‘lmwrocmam
minutes  ROAGiPho vents e hustraiion about Snday and being Ms krerdy.
his IoNQuUOge diffficuiites Felipe offens to tutor
o Mmuch as he wants: he olso remincs On conchuding this call, Felpe notes that
Rodoipho that thava are Sporah-onguoge Hheee s UN SIOCITONIC MEKONe WOING for him
PICQIOMS and sICos of all KINCE avaliaiis Nt he dean “Wa got Dr. Gates for the King

over the screen. INCIUANG 0 Tansichion senvice  assemblyl™ the mMaesage reads "He's going to

105
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HE PROFILE
PELVERING THE PROMIE

s A2

10 10 thee™. 0N The QUM ICreen fOF ton
minutes. then toke Questions  Getting Gates s
0 real CoUp Y . Felioe Good thinlang *

Fushud with success. Felipe seovis back on
ackno massage “Dolget tobe fll
professol now?® I mamants g ieply Co.as
back “Not tll vou con pull as many strings as |
con

1's nerly five o' clock. st no word from
ioon  He cols His home sCreen 10 386 f thave's
amassoge Thare it she's 3Oy QDo Deing
Sow N gathing back to him, Hut $He had
Shought .He might have o work Late She'd
love 10 have dnner  He calls back. again
petting het voice mestoging service  leaoving
his message in itglian. he telis har that s

$hoes e rendy ond walting

Than Felipe tuwns his thoughts 1o the remote
ckas, starting ot 6 p.mn Tapping Into his screen
10 ind out what the class « nauld he covaring
in this lexson. he decides that ha'll conoduct the
class from home

The remote class begins on time. and most
of the students seem o have done thok
homework  One student “amves® 20 minutes
late Felpe tel him to review the firet part of
the ciass aiterwards  Othanatso the ciass i
unevanths and Feipe oaloums it at 7 o clock

Now atiad the weekend begins  Tossing

sl

/7

O

his fie on ihe sofa. he ordan O “icten® of the
naw salsa record Som Brazl that his fencs
have beed faldng about

The acreen incicates 0 cal ls coming in. it's
Joon  She tels him. in unhapplly ploin Engllsh.
hat she doss have to wok iahe afer all, may
e have o raincheck? “Mak. AV he fepies,
exhibiting mote groce than he feek. e
bicws him q ldis and EropEears fam the
110N

Delacted. he Kk soloce by sconning hs
photo e, which he has beon Meaning o

Ha comes acroes o family photo he

hOd token on his 1ot vt to Chilo over e
yoors ogo I e crowd of foces he spols
RoGOpHo. befare ha hod ghven up crew cuty
ond grown o mustache

a0y, hom hat ki) rRbet he'd
Qo a kick out of s

No 300~ e Feilpe sant the Image to
Rodolpho. «ith a cover rassage. than on
alactianic mal comes in from
Ciaudette. ano'hat Instructor gt *he college
She has fwo tickets 16 a pedormance of
flarnenco dancen at the camgaa
Would he ke 1o go? 5. 8 senofa,” he
Quicidy respondis. arabbing his jocket

| Y
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TLVIRING TNE O
e toat inlerelafion LY Indepradolion B
n ...........
WS-V LT FORD® LM N TV V00 LT N O Hhek secret combinations
CURIOMINNT WChe-LD Mevice. At Residents can change the
s APPONNRd hout e screen METAC “DOMKeYE” remotely by
Rpking o cheetul sceman o Miaphons
. m‘: - ...........
playe ang e soreencontroled  YOICO Meesge  These automated senvices e
gt Mt peiich Name up wiice from any
L N PHONE OF 1IN, O PASON CaNn
foce e been  Felpe’s woke-up progum change hae announcemant
oiaced FiChucies O WTee MeChaniem that MemOge quIcidy as thie need
He creen afer 0
MO of e HER- -
Rodolpho Falpe oW Fodoipho convene
[ R looking Dy Ve phong, which Oives
o do This doms, oveliable Onacreen. it haggand each the ense of baing atie to
NnOe Closs offeradt e Yealy N DeaDie Vit with the othee
whO are AN, who tve [ DRI
Oway. Who ane Sk, who work L. -] Az & Mt OF FOUtne, The
adoyHme jobs ond oan't attend sucianis 08 CAAM VOIS
RQUAE Closte. oiC Felpe ond 10 the pubiic OV the SCreen on
FEuCHOn robale e re- Q POEive auxct-only benls  Fedpe
of conaucIng his s v Minckul that o comesa b
which ey con teoch wWChing Bim i his Closoom
fom hame ¥ ey preter [
[ TN share § wilh The dudent vewad the lechire
booked o A Kt amatewr photographes. e class frorm his foom over his screen
e Gkt QO Qats aCCem 10 he and MOoe a video Copy  Cthes
colage’s Aok OOM OCMNL Iy Nt Con get OCCe fo s
e he ) eckonic queue hoe VICI80. ONCH COPY B 01 thak Own
" him use. by coling his NUMbe: and
SRR when e i an opening and O femporay pam code
KOramin Hhe MeNage cecty 1o n el TV-+iden unit's phone key
his screen. On e (22 2]
Muwever . e deciie ORI U> gl - - -0
s copxiunily 10 Lee the dark 1A0M0 he Fallipe's Mamo to his shudents 8
rOOM and will UECMONCQlly tonds o an elecironic mol Mesage hat
HON B RS 10 Owalt he con detibute automaticaly.
NI . He MG Nt ihg HNCe hit 107000 kedDe a e OF
change In his calendar-—e _hia Mo 0udenh’ Slecionic ‘od-
daly he romes’ (L@ . ther screen
soeen. ). Feldpe has
[ AR writan his bried mamo in Engieh.
fovcdlle Ths serean makes CVOIaDIe an on request by the
aerbice show exdownaly widle rangs of ovo- stuckant. 1 slecitonic
oam Feldpe preaten an funciion wit
eODICS Cigm Ot b conducted partorm o basic trarsation of
L] the Mmessage into Soanish
........... w_dm
cobenpal CophoneehdveDECOMe vy @ER-----------
mrvice Foloe Laes the one  wrgen? e slacihonic Mok wyttem s
that came with Nis scond-hand  eleckonic Mol featues InClude a NGNS that
oo MeseOys ACHes when 0 DONON B 1eC Bty
[ - T g On UPeN! Matage
Accees code Folipe’s apxriment ong M-
1 entiance are con orderns 0 iearch By acceaing a néws dota baswe

wrvice and yping In 0 18w key
words FeRpo con quickly tnd
Ony 16Nt stotes ON 0 Gven
HWOIBCT Mt of the 5100es that

technician wil open the doors QOO IN MOt AONY NEWIDO-
using codes that cse wabie one DA M8 OCCEDIe N hi
e only hen the lociks wil tasheon

tevart bock atomaticaly to

O

ERIC

Aruitoxt provided by Eic:



O

E

Aruitoxt provided by Eic:

RIC

105

DERNVINING TNE MO
" e et Indempendalion In the Maxt neamvekae .+
g.m Felow con koremit any dato on 't FRlO® LN THhe 18R 10 Mawe
e slosy N screen tand QC e $150 an Inont INquky obout he
MaKOR. ¥ De withes) 10 cnyone sikrhua of his chacidng occount
oo on his slacronic mak fanfen e Qe ograeing fo et 4m money
systerm tnce RoAcpho con complete the
[ TN franeaction at once ftvaugh a
sichas the lelephones are stil cormmon, but SETRE SCTONC commond
call o his V8 GPROIe IURTates why The confimad Japos! e
screen ICBBNs e fRt COChINg up 1o ey gives Roaoipho the ophon
heen N populartty. thay are of withavawing comh from an
caRatie of communicating so ASOMIHC fader maching
much more SO NG 30 G0 ¥ Othew
[ D v WOt THE AN MOkes 1
Spanhi- The screen ol fOrgn o positie n aftoct to 38ed1 cash
anguage Quage Ipooken. 1t of o by O $OMETO® amost instanity
OgRaTS OOGMNG O Feat numbes of [ T
ot services foredgN INQUOge PIvYOrTE ond heee's on A sl 59l 0 Tha comes of
Secondy. the wcreen slecironic FOUD® £ 101000 fots MM KnOw
OVarcamat e INQUODe bamer  MeNage when a Naw SCTONIC Mos
N many comes simaly by Commu- TSOQe—in this cose not on
NCGING thvough pictures (anc SN QENC y— HOs COMe M
BTNQ CONKAMEN MK CHOICES SR < -+« - - -+ - .
w0 fouch 1creens, Oy siicia e audiiackam The King et High Schoot
atc) Thiro. the KCreen B O two-  scisen UM I8 eONed witt. 0
way medium that hegs o QRONt $Creen by meons of which
FOMSIgN IaNQUOQS IPBOKEY BOCH De Gates con remotely oddress
and Conveste with a bingual e studsnti—ond antwer hev
PAON when Naeding asss Question as wel
ee L
-l e what e clom ViQ the sC19en faiNe Con view
autheniic Thit genewation of students has T ] fhe couns nilobus pius NOYEes
sounding had the beneft of thascreon os De covenng I8t Hehing by the ofher nsine
Amancon an Important oid 0 leaming TOrs O8 ihey toke hume conduc!
accenis Hoeh Students may we the NG tha ckss
cheon. 1of Sxomps. 1o fap nto -_------ -
Enghih convenation ciomes e rsview Me At The Ciass tapea n i antrety &
QrowWing PYOMNence of Kcreens paxt of the clome  avakable for teview Dy studionts
NG O deviCes thast respond WIO Thek 1creens
10 volce commonds e in [ T
£nplsh) given thase stuckants o~ e new salen FolDe oren tha plovng of he
OdUeq entivo to master the record 1eC Ot by meane of @ oAk
Armencan occent Dased ‘poy por lten” senice
[ DRI Thit MOaem 10m of *jkeox
slckonic Tha screen oTes extensive Gvals the istanai O virtually
fod marked OPPOUNRR 10! SICTTONIC SHof> Mrfiass Bvary Of MUsic from
ong. both comventional (e @ which f0 choose -— and a
dexatant stores) angd uncon FWmsson Of Nowiew QA A
ventional (6 0 . eslectrone ok Chaiged to the caler
“Duletn Hoids © Cloated oy outomancolly s the stanoardg
fleq maxkedy. alc ) FoRDe 8 bk e for o1senng o given plece of
10 Anc? out I MaMmAants whHiatha 1t Musc
B ACONOMICAN 10 DAl hag Ot - - -
mochine image to Powt of the Paraphemala he hay
Rodoipho OCE LMUEIIOT N pumst ot ha

PhOtOQraphy INtat@st  Puctoipho
has 0 compact tacsimie
mochine attached to his Tv
video unit that igts bim hrangrmt
ST DICR N very high detal
NG QUOBty

BEST COPY AVAILABLE
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IHE _PROFILES
ORLIVENING THR MIOMNG

“SATURDAY- Sentember 26 2089

Scoturdary 1 jst anothar wark oy for Kaeen .
wh s miked the cows. fad the chickens.
andt collected the epge batore the un ies
The work is hard, but she oves the fom and
she can't imaging doing anyihing ese

Naeither can Mka. L6 & bettes for thawm
NOw. VR yacEs ottes the accidant that pexo-
vzect his logn and Neaty dashod thek hopas it
1 waren't for some nd fHancs, o few lcky
brecia. and O steadly lass expensive siream of
sopod services, they would have had to sol
the pioce

'S ki MIke O e, He's loved this
and ever sice his doddy Drouit him
o ¥ Axly yocrs aga

This hae been a good yocx for thom  Thaie
and thay Qo on axcolent pice from the
Mmmmmmm
thelr main custtmon. The fomatoss. raon
POpPa, N onlone led are doing wel, and
thay e rpening for harvest o8 o comiortobie
poce. Karen and Jett un the procuce stond
mwdmmsnmmrndow

fown Richrnond, while Mike dives off o i
pmimwmpohmtdthags«wd

mmmmmm:mao

0M8: ¢ O FERUN, 30 GOy thace s NOthINg ot
1o 10l o the sand.

Oven beasdaot, Karen and Mikke dscuss the
paoukers of he doy's work. Of necemity.
Koren andJaf! must divide up most of the
physioal iotos, wing Machinery and secsonal
niced hands for supEost. Mike feds about how
Naren wil MONQQe when Jeit aves home.
Karen poirds ot thal he had he sane woried
before Wison joined the All Forcs, nt 10 for,
mmmnmwam They't
make # somehow. she

mmmnmamm‘m
fence pasls, whils the neoecis the com and
the shing baara. Then sha goes 1o the bam.

(

¥

ficknQ a snoll off O tomato vine Os $he passes
The bam s het "office”. i toct it actually
has a sob desk i G comes hat suppe sa Tv
video und  From hex scresn she Con cwtol o
nuImbae of cRitarent INbor saving SuppPOTt
systens arouma the taern that she and Mo
prudently purchased with 1ha Ineronce
monay fliorm hes acodoent

EveryNuing s fooking goad 50 K. fockTy

The Mifk volume 5 NoMmol. 1ot Contant just o
touch on the high side  In tha north field the
tarmperatire ond humickh, gouQas 0ok fine
No activity on thae gophat chart. Plonning her
naxt 1P 10 1he foMMee's market. she mowes a
quick chack of 1ha re! W pace 101 L-Dpers

Back up 10 ninely-nine cenvs 4 the
sperrewkel iShylogear - o
bushel of theen picked this s

There's DR rumod of 3 Coid SNaR Cuming
she checks the status of the ant-frost fans any
anoke pumcs Al systams aee hooked up anG
ready 10 Qo. the Massoe on e scraer 1ais
har  She tecalls the days when the farmers
ved N haipless Fead of the frost—ike the one
hat wiped out hed parents form oround the
fime she was hom  Now small formers at least
oo hald e own

Cossio the hetter has been gong rather
nOOY the Kast Aoy OF $0 e to coll Doc
"I Yole down ¢t the vet hospital Katen chats
wih the veterinanian for o few minutes betore
Ghing ham 0 kok at Cosee  HO says it just looks
o she Ngads G vitamin boostal, wiich he
offars to admingter over the Next day o two
She thanka him ond refums Cassie 1o het stoll
tosing In a iittte extra fodder for her.

Koren knows she neads to put In a soka
day ot and harvesting. 0 she ahtendcts
QUCKly 1 The et Of het cask 1outing The Ainal
taak. but one she does faithiuly, 8 1o toke O
peek X the vary speciil ittie garden they
have planted In a comer of tha north field
ratounded by a tamporory picket fence The
only pIont hade. winch they 1o growing as on
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expeimant. is the auricacio o exofic spacies
of Brazitan orchid, recentty scovesed, that
hat become a piked soice plont

1 can't wait fo see whot we Narved!.
Mike je are wo've slumbind onlo
something Ha’s gonna be bigper than

The moniton incicate that the owusicocko
plonts ore sftaie. axcept a touch on the dey
#36  Karan hume up e wate chop A NUIge.
She then double-checks 10 Moke sre the
Qardan’s olarm B OCTVaTed: her Main WOy &
fhat the cows will bveak into the patch and
Graze 1t down to badrock.

As it ot cue. Koren gats an smesgency
message. it's Jeft, cdhqftomhhwdd&tddo:
saveral cows Nave wancecad off, and he
Thinks Moonbeamm s heading for the noh fleld.

1'% bet Moonbecsy: is e Mot
That sify cow Is going 10 pet hervedl
made Mo a hambager cne of heee
aays.

Karan switchas quicikly to the trace screen
10 306 It it con pick U any of .19 wandedng
aWmals At 0NCe the §CIeen Clapay's 0 sl
cioud of dofs that would Indicate the main
hetd ot pasture Quickly she spols two other
cots, not far from the creek. wheve Jeft has

'3 CIONNG I on the CREICaCa garclan

1 hope she’s Qoing for fhat fiick paleh
of clover araund fhe adges.

She shuts off ihe garden ‘s aicrm 30 It won't
bother Mke, and swings onto the bock of
woves fo Jef?. who aready has the other two
stroQQle In tow, and then gallops toward the
aurcacia. Thate she finch Moonbeam con-
tentocly munchirg the clover. and lsads the
cow back to the heed

114
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Thove Ble sl COw Kage may nof
e ar pacsondall as o dog, but ey O
ot the job done, T Ney.

ncnclocp mhmm

manoQesTent
both have come 10 apEreciaie greally.

A farmn, his fothas faughtt him, bleooph:
YOU CON Uee every paxt but the aquedt. He
mmﬁm?omdwcmbnmmwd

form prodhuctive. from he ree shumgs fo
dwaolom Thae TVaiceo screen hos
haiped him carry this iden even fAsther.

Hounmommtompmdm

Mo signdis het on het Deepes. She and Jet
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frot to the house and call cut to Mke it s ik aFoUNd. He's Namea thet thes Congres-
Wikon on the screen.” he houtt back She man & hokling local offee houss. andd they can
and Jof! loin Mike In the study  Wikon tels fry oot 08@ him. “We're already in the

ham ha’'s DEINQ reakigned 10 West Gamony  queus.” he says. Shoitly their fum comes; Mike
The news. and 1he sight of Wikon i his crisp hos prepared o short lundry st of Reme 10
new uniform. Make Koren start to cry from discuss with thelr House member. penaining o
him. He pleack with hev not to cty. ond  tedleral ogrcuthual poRicies. Karen simply osks
Promisas ho' i ool hem a1 Ieas! ONCe O week the Congreatman & he can make ase Wison
from Gommany et to fiy haome fov Chitstmos.
The call conchuded. Mike suggests Kasen
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DRAMING THE FOMBE
In e fext Indergrelolion o e fext InlewreioNon
[ ORI [ R
Nealy e A tha profie Qoes on fo rekate gupher chust Speciol 10N detnct vedy sight
xpanaive and Ko Lo et soreen vixations £ the ground that ore
roan of 10 000N Q wide KNG ey to hdicTte the pretence of
AOCPON SNV MO QODNWEY O 0o NNGE GNIMQis
M Caw. ackonic ™ EER- e
rakespikace. ond confrol of relall price The screen telis hae the cutent
VOO ) IMplements wia or PeQOes pricas of e in 1he supermor
tolemely. hase and counNoem ket, which gves hes 0 good
o felecon BCBCONON Of wha! the ftemw
Domect smpovices have might fetch In the Spen-ox
spawned by the soread of macket I Richmona
ORNCal fhee NONONARY As with [ KRR
comExten, VCR. and ather chals wiihy Ihe The video phone ghvwes the
echnOlogies, XICe I tHhis ehtnONan Boked AT O Chance to
maxked have decinedt SOCIRNS while 1k coxe Of
an the products and serom Dusnem  After chothing with the
hve hacome vedednoian Karen bangs the
Servicas hot might hove exlsted cow 10 the sCreen 10 let the
N 1909 ony o ixusies e AOCHE have o Kook
CHTD AN COMMONEICS I [ TR TN
peciol Bds M & constontty on the wotch
LN gaden tor nw cash crops Tvough s
RO DRCe Ao 2l T for's prOdUC e VO K feen he has leamed obout the
119 I8N, which not AUINCOCcio. O wid Bearitan piant
e m enabiss MM 10 contact a wie ha s ftying 10 grow domestic oky
number of maksis aasly but 108 IO He CHOBO 1he (AICO
iefs him we bidcding as a Yool for cio gites CONRENNG the ogricur
Qeting bether pAces. Furthar. fure ot ine. from which no
e 1Creen hels M anQage leamaed that this Dlant ccuwd do
‘proactive” slng he e it to wol i the conditony
contact snall manufociuneas of (chrnate 304, 84C ) of N tom
food products. hotel L
catexan. and otheds who might SMBPENCY The 5C1e6n Can recelve mas
BQUe CEain frash Ingpacients  MessaQe SOQES oven from ‘wreiens”
on syreims wCh OF wallie- tolloas
[ ERREII ang cor phonet
abor-aoving ™he fom imokes wide we of [ B
~pPOt SyshiiTe tedamaty | @ . fenote contilof eoCes screen ks O 100CH K100 the oot
of Mmetern. SCTEan B QN SHCHONIC Mmop of
ate Ghen tha Inndted Mot of he famm Hhat $Hows Hhe wheto
rwanan kabot ot thalr dsposat oboutt of vestaCk ot oFe
Karen and Mke have designed slactronicaly “togged *
thed lamaandthewsol e - - .-
remMote control devices thert e off e The fence around he awcaca
. cOrdien’s OlRD X3 DAINQ e Thon Cow
delver terifiaer anat DESNCIc oot Karen Nos KtoRes an
ofc Koren can condrol ot ot aqlorm that reeponds fo distur
thase devicas ffom hes acteen bances by sending an urge
[ LA MBMCOe 1O Ol the form's
37 "3 Tha Milkdng mACHioes Qive Karen cieens  SHe Nos an overido
s nornal o dady report poth on the MAChGNEN on et OWN 1C18en
amount of mik and on its fot that enables het 10 st off the
content, minera ol that woud have gone 10
and othae Information that wi * AR’ TN
NP har MNONRADS the Ay MMt EEER- - - - -« - -« -
and sl the mik proftably waler, feed, Readly avalabie oves the
[ SRR [ SCTREN cre COMPUN DIONOMA
athned seneon. cloced in that monitor the cosfs of matern
s Masnicliy e 200 Of arnong planfy’ s reCOMMend feed Mmixes oic
oonagmy tcke CONEYaNt IOANGS On the
CIOps” CONGON (N MICIOBMA-
ronmend.
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I A ot rnipapraioiion n e et AR
et e screan gves Mim accem o Congremman
T accem A COMPANNd QUMUANG Iyshem
PIOGREY™S al e speciored s hokfing DG e O In WhiCh Civers
he can use 1 mMaagng e cdl. than NoNASE Ham on thak
oo when t's thel tum to
eak with el sleched repre-
[ TN wrtoive
ooy aanly M@ 1aves Mos 10 the doctor
wih M. docke " he phywod Heropist The video phone heloe fTover
DACARE he CON CONMUIT with Way QIaton manton thew
Hwam vaxly on e sereen polCa contacts and make
----------- hamasives ACCaable 10 ol
ok 0w The screen Mris Mike “attend* COOMILANG 0. G MOMS DAIONO!
Q degren aecronicaly we the way The home screan B oo on
FROMMOt and ChaDOGRT, cak rvakuabie sousce of potiica
N SNIWEr UISNONS Oroly nloTnaton @ Mmeans of pong
take tests. ard recehve home consttuenty Quicily and dhecity
WOk Cmigrynants. wihou? having 10 rely o0 poten-

huming thae pod Nto a true form
Ot OGS WIh the Deopis thay
represert
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Tha tneteds States hak long ed
e w0dd In tha creation ond
1 PIOVISON Of telec ommunicatione
| piochuct and serices To toke
iead for gronted howeves ploces
he U S economy on G paiiowus
couna  Akeady this Naiion has lost
GouUnd amaticoly I e devel
cOIment angt Mamutochae of
feigvinons (0B, telephones and
other communications sguioment.
andd -~ OMINCURlY — COMPuters
CFhad HON (fe [WESNNG ONead
MQOOURlY 10 OChigve tieok
fheoughs In ciitical technologacal
feicit swch o superconducivity

AR of thase procrch and
tachnoloQies come together to
RIDOOT what 8 CON tha Intommo
fon age  This 0pe s witnasng he
WOV MeVEing of telephone.
fedevision computer. ond othe
deviced a3 thar tunctions ntegrate
and a8 ey INCS8OENQly thate
HONSTWSON Mado (notably
ophical fber cable emential to
“broadoand’ )

s maegeng ot produch ana
fLNChont PNt Mo way 10 O hew
wONd of 18nACes Thot (are

Ol 4DACIOl EOQITETING,
talometnic sarvices 111t iet the
conmumas control aoRlionces
ramotely

We balove Hat the ool ot
the IKOMNaion Oge & no oNQe
merites Of prackCNon, ¥ b rathae O

of the U.S In this fald » far from
omased AMMICO'S INeCOmImure
cahons ncustty curentty toces
reRACHOCY ODENOCIRS that hinaior
technaiOgictl development  Some
national govesTiments by contrast
play wect 10kee I lostenng thes

WVICes O3 hey are Cuanity
ematgIng 0 ofher nohons

ap’!;b'&!a"'.‘
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Sweden plans
voice-dala inte-
gration, Ericsson
exec says

Swoden will e e
int couniry in the world
10 1NegTale ity publk data
wcrvnt with the pulix
wwkphne netwost  ward
anoffxmiol I M
Frcnaon Telephone (o

BUSWESS wEtn
MAY § 1048

How Alcatel
turned a sinkhole
into a success

The Srstem 12 1wach, @
foser for ITT. 3 @ wtaner
fat M0a Franch

When ITT Carp wild
Ccorod of ity workdw nde
KioLummuna atrons
operations 10 France s
Compmgnie (eénerake
dEleciteate o late 19vn
1 neked anof ITT hed put
11 Ovee o the Feench

Avpantat (0L &
Ahale] e fiemer 1T
unl s aowit ah hedang
e bhe a ptize canh
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TYPES OF SERVICES
THAY MAY EMERGE
IN A BROADBAND ENVIRONMENT
The fOlOWANg It Incicotes some B IRAVEL Rookng of Sight

of the general cotegories of hOtel, fUSE @IC OV ACTeen
SSNACEE hat Cfe Ikely 10 Make Amliar 10 1hOee Laed by rovel
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netwOrk ¢ O MeONs Of froneikdon eMCNONIC fravel brochure®

ang communication  This it » 'or
oM exxnattve Notably. f does
not reflect e vt possbities fos
CUETOMITIK DANONOL MNCH that
DOKINONG Netwoik would focl-
tate

B TE LECOMMUTNG. /TELEWORK.
NG Wonang from home on o

R PERSONAL UBRAKES Lrnitiees
CEDActy ovalotie fof
SONMIMea 10 ttore pnt
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Remote oy serice
MO SMCTONIC OCCH 1O
vItualy any publshed
motencs
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WOy Naws Content £
tertainment pay-per view
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O micaded TOM LA,
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foe SOMation promiotion

M EIRANCIAL SERVICES AND

BANKING StOCk ands ofher

W CEAL ESTATE AND HOME

DECORATING Saig of reat
ARICTR VO SCTReN Vi
PEODANTY ON ICIe8N. reCaive
“Quded 0w tom red estcte

tace Counseling, ofc

R SECURTTY AND SURVEILLANCE
Telameiic (famote) mantor
ng of alrme Automaitc
AOMNC ghon Of PokCo of
othen

B \MEDICAL CONSULTATION
AND MONOTORING  16lemwit
AC devicet monitor hedrt sote
Ofhem vital HONY ranYTIT the
patient s Stoemnation to
doctor ot onothar location
aata can go dvactly to
MadiCOl COmPuter tor Oute
mati;, Ny Sophisiic rted
mOQing ‘MR CAT 40y,

TECEPHONY
MAY @ 10688

UK. Callscan
plans LS,
entrance

UK Telephoe ma-
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France comes to
terms with ISDN

W hule (kher natasxial
1edey innmusn atwns
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B bt 1SN anad yetan
ISON uems e Froimh
PTT tax taken the holt by
whe busms and 1 running 5
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Hungary launches
videotex service

Hungan plans 1
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end of this vear

The watem o whu h
the senv e o e be haweo
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fanEnitiobie over phona e
Ot PO MMSIgENC; vehiciee
VIO CORKE 1OMO Foce-tor
10C.e COurteling Tom doctor
O renote location Dogton
and other heatth Carne protes-
HONGR CON gain INstant
OCCas 10 patients’ Mmedico
historet vRUQ! FECOrCE HiMusd
Soneoully vigwin( Rfosmahon
on sCreen tor DWDOse of
CRICREING

W ENERGY MANAGEMENI
TeseTatric (remote) monitor
g ana control of ighty
heaten efc  Yoi Dupose of
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contol CON MONGHG ODDR
TNC & gutomotic ally
, .
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COMMUNICATIONS
WE EX
JUNE 22 19

European Tele-
com Authoritles
Pro note Competi-
tion, But Outsig.
ors $till Find
Mazny Barriers to
Markets

The development of &
digrat mudele sysiem 1o
hegin wiving all of
Western Sutipe i the
carts JWIN o eapand 1

1ai¢ 3 hugc nanket
but Amern an manufs,
furen have yel lo capress
A real inkeresl m develop
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neape ted it developan
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NEW EQUIPMENT SERVED BY BROADSAND

Which came At e chicken
o the eQg? We face o smilce
BMMA I 1YINQ 1O Prediict whct
1061 of prochucis aNdt services wll

NRW COMMUNCaHaNE Drocct and
aqipmant Gt we heleve we

N VOROUR Wil iy order to delvar O
weice

For sxomple 0 combinaion of
1CTRGN OO FNDONSe LNt axpart
syster and other technologies
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0 TV 4deo machine that coud
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VIDID DISPLAYS

We belsve ihat maost vaeo
wmucmq’
MY MO THan ONe DUEpote
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M i Of MNANQ. TOCOMING OF
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i nature of the Content and the
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Laege fiat screens

3D depiovs

Hologrophic clapiarys
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screant

SCraent Dt Nto other home
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= Touch screscy

* Fromde-frames videophons
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Lorge Projection Screens
MO are projected onto
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Lotgar systems costing $80.000 ana
UD NS NCIACRINQ M N busines
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the projected image HOTV a8
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YANSs in Japan

Japan s emerging
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Mr. CorLins. As an advanced telecommunications infrastructure
will bring improved quality of living to rural America, like any-
thing else, there are some obstacles. One real obstacle is cost. Re-
placing 52 million miles of wire in our networks today with fiber
could cost over $200 billion. REA borrower telephone companies
must have continuing sources of fmancinﬁéf they are to participate
in this upgrading of their facilities. The REA telephone program is
esseatial in order for all rural areas to participate in the informa-
tion age.

A second obstacle, and one that is very important, is political in
nature. USTA member companies, both large and small, are eager
to continue to update the telecommunications network and to bring
the information age to rural America. However, we are continually
frustrated from doing so. Governing our activities are the U.S. Con-
gress, the FEC, States, public utility commissions, and for the Bell
operating{::ompanies,the Department of Justice, and, of course, U.S.
District Court Judge Greene.

Not only are we singularly regulated, but in instances regulators
disagree among themselves. Let me give you an example of what
happens in the Bell Atlantic region, which affects the rural parts
of our country:

Last June, the U.S. court issued a final order authorizing the
RBOC’s to provide the information gateway service. It allows us to
rely on a centralized computer system. Bell Atlantic in installing
two trials, sought in one of them court approval to provide the
vateway services throughout the State of Pennsylvania using one
centralized computer. The centralized computer would have been
accessed from all the other areas in the State over long distance
lines purchased bﬁeBell Atlantic from long distance carriers.

The court said Bell Atlantic could not use that efficient arrange-
ment. Instead, based on the court’s decision, Rell Atlantic would
have to install a gateway computer in each of its five local service
areas in Pennsylvania. The result, Mr. Chairman, of their decision
is that we are limiting the gateway at this time to the Philadelphia
region and we are not reaching out to the other parts of Pennsylva-
nia.

In other related regulatory areas I would like to mention that
rate based regulation dampens our incentive to aggressively invest
in our network to the extent we could. The MFJ restrictions on the
Bell companies manufacturing and the generation of information
content limit development of new services.

The Cable Act of 1984 inhibits the telephone companies from
putting into use the a tremendous power of the optical fiber net-
works. I would like to pause and thank you for cosponsoring the
cable legislation.

Even if all those restrictions are not removed, the telephone com-
panies are going to deploy fiber and digital switching over time. It
would be fair to estimate that under a scenario with respect that
the restrictions »emain, it will take up to 30 years to complete that
transition. If we act now to provide the incentives to our private
telecommunications companies, the infrastructure for the 21st cen-
tury will begin to be built in the 20th century.

It is this infrastructure which will bring to rural America the
state-of-the-art telecommunications services for its residents, busi-
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nesses, hospitals, and schools, and drive the cost down so those
services will be attractive there. When there is a coherent common
policy and removal of restrictions, the information age will be de-
livered to rural as well as urban consumers.

Thank you, Mr. Chairman.

[The prepared statement of Mr. Collins follows:]
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JUNE 14.1989

Good afternoon Mr. Chairman and Subcommnittee Members. My
name is Gray Collins, senior vice president - external affairs
for Bell Atlantic. 1 am testifying today on behalf of the United
States Telephone Association which has a membership of

approximately 1,100 local exchange carriers.

I wish to thank the Subcommittee for allowing me to appear

this afternoon and address an important concern of the telephone

industry =-- "Bringing the Informatjon Ade to Rural America.”

There is no question that the United States is moving
rapidly into the "intormatiion age." Experts predict that by the
yYear 2000, two thirds of the American workforce will be employed
in some form of information services. The problem facing rural
America is an undeveloped telecommunications infrastructure,
which is required for full participation in the intormation age.
Many rural communities do not have essential private lines,

touchtone phones or digital switching vet.

Therefore, the proper telecommunications infrastructure must
be built which will link every home and business in the United
States. Such an infrastructure which is universally available on
a simple, dial-up basis to all Americans remains vital to
eliminating a society of "irnformation haves" and those who are
"information have-nots." An advanced telecommunications
infrastructure is as important today to rural America's future as

electricity, railway and highway systems have been in the past.
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My testimony this afterncon will focus on two important
telephone industry matters affecting rural America, First, the
importance of the telephone companies developing a
teleconmunications infrastructure and, second, the gbstacles we
face in developing such an infrastructure -- an electranic
highway -~ if such an infrastructure is to become reality in the

United states,

Telecommunications infrastructure should be thought of as
our ccmmunications highway system. 1In their Iglgggm‘gggg_ﬂggg;;,
the National Telecommunications and Information Administration
said that: “telecommunications 1S the electronic tie which can
more closely bind our nation of Communi.ies together into an
electronic 'national neighborhood'." The report also declares
that telecommunications affords individuals expanded access to
information, offers individuals greater freedom, more social and
economic power, and enriches the overall quality of our national

life. T believe those are goals we all want to achijeve.

Analogies exist between our modern telecommunications
infrastructure and the transportation systems of the industrial
age, from railrecads and canals to our interstate highway system.
Therefore, a superior telecommunications infrastructure must be

deployed to deliver the full benefits of the information age.

Last August, the National Governors Association unanimously
adopted a policy on telecommunications, which in part said: "the

ability to transmit and pProcess information is essential to
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improving economic pProductivity and growth, and is playing an
increasing role in the delivery of education, health care, and
other essential social services. This ability, in turn, depends
on the capabilities, quality, and cost of our naticnal

telecommunications infrastructure."

Our telephone infrastructure today consists of -- copper
wire, switching equipment, radioc transmitters, and satellite
dishes. The infrastructure of tomorraw must consist of an
optical fiber-based broadband switched network that will link
every home and business in the United States and serve as
America's "superhighway system"™ in the information age. Such a
network -- one that can transmit the combined audio, videc, and
digital signals on which information age services will be based -
- is the infrastructure foundation of our future. In rural
areas, telephone companies are the only viable entities who can
deliver this to all of the public. Few others seek to offer
service there. It is not economic to pursue duplicate advanced
networks in rural areas. The result is that we as telephone
companies need your support and encouragement to secure the

public interest in rural telecommunications.

why is such an infrastructure important to rural Ameraica?
Let's turn to West Virginia -- a state in Bell Atlantic's

territory.

C&P of West Virginia's telecommunications infrastructure 1s

among the best in the world. It has the highest digital switch
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penetration in Bell Atlantic. Between its major cities, high-
capacity state-of-the-art services are available through optical
fiber circuits. C&P of West Virginia has one of the highest
digital trupking rates in the nation. We have done this much in
the face of significant cobstacles. Just think what could be

achieved with active governmental support!

Because we have a modern network in West Virginia, we put a
new operator services facility there to serve clients from the
Atlantic Ocean to the Appalachians. We provided a bank with
public packet switching service. We gave a statewide department
store chain a modern digital network for video conferencing and
credit verification. In tact a Philadelphia research
organization relocated a major operation to Charleston partly
because we had the network to support 1ts polling and survey

business over much of the east coast.

As our society becomes more informit:.n-oriented. those
communities that have fully modern telecommunications networks
will best be able to compete f{or business and j;obs -- wherever
they are. There is no question that a sufficient level of
interconnected telecommunications services will make our

geographical barriers transparent.

Telecommunications offers unique opportunities tor rural
areas. Businesses are starting to look to rural America as a
place to locate new operations, and to relocate old ones,

especially when computer und other new technology makes 1t easy
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to link distant sites. Without advanced telecuvmmunications
systems, however, these businesses would not have the necessary
technology to tie these sites together to accommodate their
needs. As rural telecommunications becomes more efficient and
offers more, the businesses that depend on the network become

more efficient and offer more as well.

Companies which have taken advantage of small communities'
advanced telecommunications capabilities include Citicorp, which
moved its credit card operation to Sioux Falls, South Dakota;
Rosenbluth Travel, Inc., one of the largest travel agencies in
the country, which moved its computer reservations system to
Linton, North Dakota; and American Home Shield, which opened an

office in Carroll, lowa, to handle customer calls from 38 states.

As an economist from the University of Missouri points out;
"There's absolutely no reason why a lot of these companies can't
operate in a rural area just as easily as they can in Los Angeles

or New York City."

I would like to cite the recently released study by the Fe-
Foundation and the Aspen Institute title "Rural America in the
Information Age." According to the study, a modernized
telecommunications network in rural America could provide a means
to attract national and international business and related job
opportunities. The report suggests that the economic blight in
many rural communities could be relieved by attracting new
business opportunities )inked by advanced telecocmmunications

systems.
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Besides new business opportunities and new jobs which an
infrastructure would provide, rural Americans would benefit in
other ways. Let's take education. Students in relatively
isolated areas could enjoy the benefits of a fuller range of
coursas by telecommunications and be exposed to stimulating new
ideas and teachers that would not have been available if their
physical presence had been required. Communications c2n make a

significant difference in disseminating knowledge.

For example, US West Communicatiens is working with the
school district in Moffat County, Colorado to explore
technological options available for providing two-way interactive
television links with five schools separated by distances up to
120 miles. Panhandle Telephone Cooperative in Guymon, Oklahoma
has developed a fiber optic network which connects szhools arcross

the Panhandle via two-way interactive television system.

Enhanced medical services and home health monitoring are
already being delivered to rural areas over advanced
telecommunications network systems. Such systems have been
proven not only more convenient, but have provided a higher level
of care by allowing doctors to make what amounts to be telephone-

alded house calls.

simply put, the proper telecommunications infrastructure
will bring to rural America both opportunities and important
information services. That's the good news. Unfortunately,

there is the bad news -- there are still both real and
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unnecessary obstacles standing in our way of building the

“electronic superhighway."

One real obstacle is cost. Replacing the estimated 52
million miles of copper cable that currently serve American homes
would cost billions. The entire overhaul of the public network,
including the installation of fiber, could cost over $200 billion
according to some estimates. Duplicative networks for rural
telecommunications are not an efficient option. REA borrowar
telephone companies must have a continuing source of financing if
they are to upgrade their facilities. The REA telephone program
is essential in order for all rural areas to participate in the

information age.

However. thu second obstacle -- the chief obstacie -- is not

economic, it is p.litical in nature.

USTA member companies large and small are eager to continue
to update the telecommunications network with emerging technology
and to bring the information age to rural America. However, we
are continually frustrated from doing so. Governing our
activities ire the U.S. Congress, the FCC, the states, and for
the Bell operating companies, both the Department of Justice,
and, of course, U.S. District Court Judge Greens. Not only are
we singularly regulated -- but our reqgulators often disagree
among themselves. The result is gridlock. Let me give you an
example of something that has happened in the Bell Atlantic

region,
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One year ago, last June, the U.s. District Court issued a
final order authorizing the RBOCs to provide gateway services.
Gateway services allow custonmers to reach a variety of computer

databases and sarvices by dialing a local telephone number.

Ball Atlantic viewed this change as a positive development
and has deployed two gateways. But Bell Atlantic efforts to
develop one of the gateways are being impeded by the court's

interpretation of the decree's long distance restriction.

Gateway service relies on a sophisticated computer system
accessed via the existing telephone network. Bell Atlantic
sought court approval to provide gateway ! rvices throughout the
state of Pennsylvania using one centralized computer. The
computer connects the customer to the gateway menu --= and then
sets up a separate call between the customer and the information
database using the carrier selected by the information provider
to handle the call. The centralized computer would have been
accessed from each of the areas of the state, including rural
areas, over long distance lines purchased by Bell Atlantic from
a long distance carrier. The kind of centralized functions
performed by the computer are common in the local telephone

business.

The decree court, however, said that Bell Atlantic could not
use this efficient arrangement. Instead, under the court's
decision, customers throughout Pennsylvania could reach the

gateway by making a local call only if Bell Atlantic installed a

-8 -
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saparate gateway computer in each of the five local service
areas in Pennsylvania. The court recognized that Bell Atlantic
is permitted to use efficient, centralized arrangements for
traditional local taelephone services, but nevertheless held that
the same could not be done for new services. It felt that
efficient low-cost operations for consumers provided an

insufficient justification to permit a statewide gateway.

America needs to forge from the many differing viewpoints a
single national telecommunications vision and policy. What we,
the USTA, ask of tha public sector is the freedom to build the
network -- the removal of unnecessary and counterproductive laws,
rules and regulations that take away our incentive to forge

ahead.

1 also refer to the rate-based regulation that dampens our
incentive to invest further in our network. I refer to the MFJ
rastrictions on Bell company manufacturing and generation of
information content. And I refer to specific laws, notably the
Cable Act of 1984 -- that prohibit telephone companies fron
putting to use the tremendous power that optical fiber clearly

possesses. These restrictions hold the consumer back too.

Even if restrictions are not removed, telephone companies
will install fiber and broadband switching over time. However,
it would be fair to estimate under that scenario it will take 30
years or more to complete the transition. But that is too, late
if our national economy is to r 9ain compatitive in world

markets.
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But if we act now, as I believe we must, to provide
incentives to our private telecommunications companies, the
common carrier system of the 21st century will kegin to be built
in the 20th century. After all, the public switched network is
our nation's most vital infrastructure. It is this sanme
infrastructure which will bring to rural America the state-of-
the-art telecommunications services for its residents,

businesses, hospitals, and schools.

Bell Atlantic recently completed a study entitled:
"pelivering the Promise: A Vision of Tomorrow's Communications
Consumer.” The study describes a new generation of
communications services that may become available in the naxt 10
to 20 years. Mr. Chairman I ask that this study be incorporated
into the record -- for it will dive your Subcommittee a vision

into the information age.

E Infermahon “ww&:ﬁw j

available througin Sobcomme ttee
Finally, whatever our perspective, whatever our own

particular interest in this issue, let us remember: the world is
moving rapidly and inevitably into an "information age" and a
global communications continuum. The new age is ours to lead or
to follow. Let us be the leaders traveling down the superhighway
of communications ~— not a follower. When there is a ccherent
common policy for the nation in place, the information age will

be delivered to rural as well as urban consumers.

This concludes my oral testimony and I will be happy to

answer any questions the panel may have.

- 10 -
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Mr. Wisg. Ou, next witness will be Margaret Goatcher, presi-
dent, Cimarron ‘t'elephone Co., and representing the Organization
for the Protection and Advancement of Small Telephone Compa-
nies.

STATEMENT OF MARGARET GOATCHLR, PRESIDENT, CIMARRON
TELEPHONE CO., REPRESENTING THE ORGANIZATION FOR THE
PROTECTION AND ADVANCEMENT OF SMALL TELEPHONE
COMPANIES

Ms. GoarcHER. Good afternoon, Mr. Chairman, and members uf
the subcommittee. I deem it a pleasure to appear before you toay
on behalf of rural development.

Iam Maxgaret Goatcher, president of Cimarron Telephone Cu. in
Mannford, OK, and also first vice president of OPAS'IECO, the Or-

anization for the Protection and Advancement of Small Telephone

mpanies.

Olgan’I‘OO is a natioral association representing more than 400
telephone companies and cooperatives that serve less than 50,000
customers. Collectively our members provide telephone service to
approximately 1.5 million subscribers in 39 States in rural Amer-
ica.

Mr. Chairman, OPASTCO supports rural development for the
communities our members serve and for communities throughout
the Nation. In fact, OPASTCO ized this in a very specific
way in January of this year. OP established a foundation—
the fund for rural education and development, or FRED. The prin-
cipal activity of FRED is sponsoring programs related to the tech-
nological, social, and economic conditions of rural areas.

't is important that all parts of our country, including rural
areas, have the infrastructure necessary for the United States to
compete in world markets. To increase the potential for rural de-
velopment, we must look to other segments of our economy, such
as the provision of information goods and services. A state-of-the-
art telecommunications infrastructure is essential if rural business-
es are to effectively compete not only in national markets, but in
world markets. OPASTCO is key to future development.

OPASTCO members were very interested in rural development
and recognize the need for appropriate actions by the Federal Gov-
ernment and by State governments. Indeed, the Federal Govern-
ment already has in place a most effective rural development pro-
gram for the telecommunications infrastructure—the Rursl Elec-
trification Administration. We call your attention to our written
testimony, which states the accomplishments of REA in the past,
since its inception in 1949, and the rural telephone bank in 1971.

But REA in recent years has backed away from its traditional
role of promoting the up to date telecommunications infrastructure
so necessary for rural development, and OPASTCO believes that
REA needs to reverse its current philosophy. Specifically, REA
should be directed to accomplish the following to assure state-of-
the-art telecommunications for rural areas:

Reestablish the policy of promoting the latest technology for
rural areas by directing the R&A to promote innovations and appli-
cations to speed the delivery of information services to rural areas.
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To reverse restrictive REA policies on eligibility for loans. Pro-
mote full use of loan authority.

Provide funding for all act purposes including headquarters
buildings, computers, vehicles, work equipment, and particularly
capabilities such as signaling system 7 and equal access.

My company, Cimarron Telephone Co., currently has 6,400 access
lines serving ten exc es in northeastern Oklahoma. I can hon-
estly say that without financing and technical assistance, our
company could not have achieved the level of facilities and service
quality we have today. But I emphasize that REA’s job is not fin-
ished. To bring the information age to rural America—including
fiber optics, advanced signaling networks, telephone companies
servicing rurzl areas must continue to receive REA funds and tech-
nical assistance.

In addition to REA funding and technical assistance, two other
Federal policies have promoted state-of-the-art telecommunications
in rural areas. Realizing maintaining these policies are FCC poli-
cies and this committee has FCC oversight jurisdiction, we encour-
age you to consider the following in the prometion of rural develop-
ment:

First, pricing of communications services to and from rural areas
should remain the same as pricing for the same services in urban
areas. Average pricing of interstate toll rates is a past and current
FCC policy.

Second, a settlements system that permits rural companies to re-
cover their higher cost of doing business through pooling remains
essential. The FCC has implemented a universal service fund for
higher cost small companies to accomplish this need.

The continuation of nationwide rate averaging and the universal
service fund, along with the future viability of REA, are key ele-
ments in not only the maintenance of universal telephone service,
but also in the promotion of universal information service, which is
imperative for rural development.

For future information services OPASTCO kelieves that a nation-
wide fiber optic network is essential. Many small telephone compa-
nies already have installed fiber for intereffice connectivity, trunk-
ing, and other applications and several of cur members already are
involved in using two way interactive television over fiber facilities
to enhance curriculum offerings in local schools.

Two way interactive television permits the teacher and the stu-
dents at remote locations to truly interact as if they were in the
same classrcom. For this application, fiber technology is superior to
other technology.

Several components are necessary to attain this fiber network
and the resulting rural development benefits: financing of the
actual delivery facilities, the opportunity to offer the services nec-
essary to make the system viable, and having sufficient pricing and
revenues to support the system and services. To realize these com-
ponents, OPASTCO recommends the following:

The REA must be in the forefront of financing development of
fiber technology.

The FCC mrust continue its policies of toll rate averaging, pooling
for small companies, and universal service.
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The Congress should permit telephone companies the opportuni-
ty to provide entertainment television, particularly in rural areas
where offering entertainment TV service via the same system can
provide revenues to help pay for fiber to the home.

Any legislation related to telecommunications in rural areas
should not specify technology, because technology changes.

One of the key questions that we ask ourselves is whether small
companies shoul!:l invest in new facilities to attract new businesses
or should they wait for new businesses before installing new facili-
ties. At the very minimum, OPASTCO believes that small tele-
phone companies need to be able to have the basic facilities, includ-
ing fiber optics, and digital switching, to meet the demands of new
businesses and rural development.

So that small telephone companies can accomplish this, REA
needs to change its procedures and be responsive in making loans
quickly to accommodate rural development. Small companies also
need realistic depreciation rates to pay for older equipment. Most
importantly, small companies must have the necessary revenues to
pay for the investments that precede and encourage rural develop-
ment.

OPASTCO has limited its comments to the telecommunications
infrastructure of rural development. However, our members stand
ready to participa.e in all areas of development. In fact, small tele-
phone companies are ready now to provide state-of-the-art services
such as interactive television, transmission of data for medical
care, facsimile transmission, and many others. Qur networks cur-
rently are underutilized in many ways and we can accommodate
much development using the facilities we now have in place.

Mr. Chairman, we have given you specific proposals for the tele-
communications infrastructure in rural areas:

The REA telephone program should be returned to its traditional
role of actively promoting up to date telecommunications infra-
structure.

Federal policies on average toll rates and a universal service
fund should be continued.

The elements such as depreciation rates and provision of enter-
tainment television should be addressed so as to provide the neces-
sary components for the network of the future.

Also, in addition to being commeon carriers, OPASTCO members
are most interested in providing the necessary technical expertise
and the necessary services to promote rural development in all
areas, including education, health, and other businesses.

We believe that the cost of our proposals is very little. Other
than policy actions, our proposals would require only a modest in-
crease for additional REA staff. The current appropriations for
loan levels should meet the needs of REA telephone borrowers, and
we also emphasize that REA loans are paid back by the borrowers.

Mr. Chairnvan, we lcok forward to continuing to work with you
on ruzal development.

you.
Mr. Wise. Thaak you.
[The prepared statement of Ms. Goatcher follows:]
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Statement of
Margaret Goatcher
President, Cimarron Telephone Company
First vice President, Organization for the Protection and
Advancement of Small Telephone Companies
before the
House Committee on Government Operations

Subcommittee on Government Information, Justice and Agriculture

June 14, 1989

Good morning Mr, Chairman and members of the subcommittee. I
appreciate this opportunity to appear bafore you to discuss rural

development.

I am Margaret Goatcher, president of Cimarron Telephone Company in
Mannford, Oklahoma, and also First vice President of OPASTCO, tha
organization for the Protection and Advancement of Small Telephone

Companies.

OPASTCO is a naticonal association representing more than 400
telephone companies and cooperatives that serve less than 50,000
customers. Collectively our members provide telephone service to
approximately 1.5 million subscribers in 39 states in rural

Anerica. Of our members, 70 percent are REA or RTB borrowers.
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Mr. Chairman, OPASTCO supports rural development for the
comuunities our members serve and for communities throughout the
nation. In fact, OPASTCO recognized this in a very specific way
in January of this year. OPASTCO astablished a foundation -~ the
Fund for Rural Fducation and Davelopwment, or FRED. The principle
activity of FRED is sponsoring programs related te the
technoleogical, social, and economic conditions of rural areas,
particularly as these conditions impact telecormunications. The
support to achieve FRED's educational and research oriented goals

will come from volunteers and private sources.

It is important that all parts of our country, including rural
areas, have the infrastructure necessary for the United States to
compete in world markets. Rural development in tha past occurred
bacause of advantages in natural resources: geography. such as
agricultural land: and transportation via rivers and railroads.
Today these segments of our economy are not growing or even may be

declining.

T2 increasa tha potential for rural development, we must look to
othar segments of our economy such as the provision of information
goodr and services. A state of the art telecommunications infra-
structure is essential if rural businesses are to effectively
compete not only in national markets, but in world markets.
Talecommunications, particularly for tomorrow's business world,

eliminates distance and geography as a handicap for rural areas.
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OPASTCO believes telecommunications is the kay to future

developrent.

OPASTCO members are vary interested in rural development and
_recegnize tha need for appropriate actions by the faedaral
government and by state govaernmeénts. Indeed, the federal
government already has in place a most effactive rural devaelopment
program for the telecommunications infrastructure - the Rural

Elaectrification Administration.

The REA telephone program was established in 1949 whaen REA was
authorized by Congresz to loan funds for telephone services, and
the Rural Telephone Bank was established in 1971. Since its
inception, REA has accomplished the following in communications:
~ The number of individuals with telephone service in
borrower service areas has increased from 36 percent in
1949 to 96 percent in 1988.

~ One party service in borrower service areas has
increased from 20 percent in 1961 to 93 percent.

- The REA standards Division has promoted and
established standards for innovations such as buried cable
instead of open wire, and subscriber carrier equipment to
increase the number of phone convarsations that can ba
carried on a single pair of telephone wires. In additien,
the REA sStandards Division has created and enforced a set

of standards and specifications that has insured that
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rural areas, thus far, have recaived quality telephone

servica equivalant to urban areas.

But REA in recent years haa backed away from its traditional raole
of promoting the up~to-date telecommunications infrastructure so
necessary for rural development, and OPASTCO believes that REA
nesds to reverse its current philosaphy. Specifically, REA
should be directed to accomplish the following to assure state of
the art telaconmunications for rural areas:
=~ Reestablish the policy of promoting the latast
technolegy for rural areas by directing the REA telephone
program technical staff to promote innovations and
applications to speed the delivery of information services
to rural areas.
~ Reverse restrictive REA policies on eligibility for
loans contained in the Code of Federal Regulations which
have the potential to force small companies out of the
progranm,
=~ Promote full use of loan authority: the
Administrator should lend up to the full amount authorized
by Congress.
~ Provide funding for all Act purpoaea including
headquarters buildings, computers, vehicles, work
equipment, and particularly capabilities such as signaling

system 7 and equal access.

161

ERIC

Aruitoxt provided by Eic:



156

My company, Cimarron Telephone Company, currently has 6,400
access lines serving 10 exchanges in northeastern Oklahoma. I
can honestly say that without REA financing and tachnical
assistance, our company could not have achieved the lavel of
facilities and service quality we have today. But I emphasize
that REA's job is not finished. To bring the information age to
rural America -- including fiber optics, advanced signaling
networks, and tha Services thase technologies will provide--
telephona companies serving rural areas must continua to receive

and make efficient use of REA funds and technical assistance.

In addition to REA funding and technical assistance, two other
federal policies have promoted state of tha art teleconm-
munications in rural areas, we encourage you to consider their
importance in the promotion of rural development. OPASTCO
believes that these two federal policies were essential in
obtaining universal service and the present technolegy-rich
notwork and are important tor promoting the future information
age in rural areas:

- First, pricing of communications services to and from
rural areas should remain the same as pricing for the
same services in urban areas. Average pricing of
interstate toll rates is a past and currant FCC policy.

- Second, a settlements system that permits rural
companies to recover their higher cost of doing business

through poeling remains essential. The FCC has
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implenented a universal service fund for higher cost small

companies to accomplish this need.

The continuation of nationwide rate averaging and the a universal
sexrvice fund, along with the future viability of REA, are key
elamants in not only the maintenance of universul telephone
service, but also in the promotion of universal information

sexvice, which is imperative for rural developsent.

For future infarmation services OPASTCO believes thatv a
nationwide fiber optic network is essential. Many amxll
telephona companies already have installed fiber for interoffice
connectivity, trunking, and other applications and several o our
nambers already are involved in using two-way interactive
television over fiber facilities to enhance curriculum offerings
in local scheoolz. Two-way interactivae television permits the
teacher and the students at remots locstions to truly interact as
if they were in the same classrcom. For this application, tiber
technology is superior to satellite technology because the

characteristics of satellite favor ene-way transmission.

Despite the progress by small companies in installing fiber for
trunking applications, fiker to the home is being used only on an
axperimantal basis, even in urban areas. But getting fiber to
the homes in rural areas as well as urban areas is key to the

future information age. This is truly the next generation for
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telacommunications.

Several components are necessary to attain thia fiber netwerk and
the raesulting rural development banafits: financing of the
actual delivery facilities, the opportunity to offer the services
necessary to make the system viablae, and having sufficient
pricing and revenues to support thae system and sarvices. To
realize these components, OPASTCO recommends the following:

- The REA must be in the forafront of financing fiber
in rural areas and promote development of new technology
spacifically for rural areas.

- The FCC must continue its policies of toll rata
averaging, pooling for small companies, and universal
sexrvice.

~ Tha Congress should permit telephone companies the
opportunity to provide entertainment television,
particularly in rural areas whare offering entertainment
TV service via the same system can provid. ravenuas to
help pay for fiber to the home. At present, independents
serving communities of less than 2,500 pecple are
permitted by FCC rules to provide entertainment
television. OPASTCO believes this definition needs to be
greatly expanded to bring cable service to rural areas and
enhance the prospects for innovation in combined cable and
telephone gervicaes on fiber.

- Any legislation related to telecommunications in
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xural areas should not specify technolegy because

technolegy changes.

One of the key questions that we ask ourselves is whathexr small
companies should invest in new facilities to attract new
businesses or should they wait for new businesses before
ingtalling new facilities. It is the chicken and egg concept,
but in any event, this d‘lemma brings up some sarious questions.
At the very minimum, OPASTCO balieves that small telephone
companies need to be able to have the basic facilities, including
fiber épticn and digital switching, installed and ready to be
upgraded quickly to meet the demands of new businesses and rural
development. So that small telephone companies can accomplish
this, REA needs to change its procedures and be responsive in
making loans quickly to accommodate rural development. Small
companies also need realistic depreciation rates to pay for older
equipment and instalil nev technology. Most importantly, small
companies must have the necessary revenues to pay for the

investeents that precede and encourage rural davelopment.

Today, the federal government via REA has significantly furthered
rural develcpment through small telephona companies who now
provide a modern telecommunicationa infrastructure for rural
*‘werica. OPASTCO believes that thae most efficient and cost
effactive method of promoting rural develcpment is to continue

this progress into the future. It would be counterproductive and
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costly to the federal government to duplicate small telephone
company facilities by financing othaer common carrier type
activitiea. Neither rural areas nor the federal government can

afford duplicate efforts or facilities.

OPASTCO has limited its comments to the txiecommunications
infrastructure of rural devalopment: howaver, our maembars atand
ready to participatae in all areas of development. 1In fact, small
companies are ready now to provide state of the art serxrvices such
as interactive television, transmission of data for medical care,
facsimile transmission, and many otheis. Our networks currently
ara undarutilized in many ways, and we can accommodate much

developmant using the facilities we now have in place.

Mr. Chairman, we have given specific proposals for the
telecompunications infrastructure in rural areas: the REA
telephone program should be returned to its traditional role of
actively promoting an up-to-date telecommunications
infrastructure:; fedaral policies on average toll rates and a
universal service fund should be continued: and elements such as
depreciation rates and the provision of entertainment television
should be addressed so as to provide the necessary compohents for
the network of tha future. Also, in addition to uvuing common
carrisrs, OPASTCO members are most interested in providing the
necessary technical expertise and the necessary services to

promote rural development in all areas including education and
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health.

We believe that the cost of our proposals is very littla: other
than policy actions, our preposals would require only a meodest
increase for additional REA gtaff. The current appropriations
for lcoan lavels should meat the needs of REA telephone
borrovers, and we also emphasize that REA loans are paid back by

the borrovers.

Mr. Chairman, we look forward to continuing to work with you on

rural devalopment. Thank you.

10

El{fc 187

Aruitoxt provided by Eic:



162

Mr. Wisg. Our final witnessyn this panel will be Curtis A. Samp-
son, speaking on behalf of the National Rural Telephone Telecom
Association.

STATEMENT OF CURTIS A. SAMPSON, PRESIDENT AND CHIEF EX-
ECUTIVE OFFICER, COMMUNICATIONS SYSTEMS, INC., REPRE-
SENTING NATIONAL RURAL TELECOM ASSOCIATION

Mr. SampsoN. My name is Curt Sampson. I am president and
chief executive officer of the Communications Systems, Inec., in
Hector, MN. Today I am appearing on behalf of the National Rural
Telecom Association, a national trade association of commercial
local exchange telephone companies that obtain financing under
Rural Electrification Administration programs. I am alse an elect-
Mmmemm industry member of the Rural Telephone Bank

I would like to clarify something that has been brought up re-
garding the REA lending program. There are three grograms. One
15 the insured or direct loan program. Another is the guaranteed
loan program. The third is the rural telephone bank. It is of inter-
est, perhaps, that the minimum levels have never in recent years
been loaned out, not because there weren’t sufficient applications,
but because of processing problems at the REA.

Each year there have been mare dollars of applications and more
loan funds authorized by Congress than what loans have been proc-
essed. So there are some é)rocessmg problems, particularly appar-
ently in the legal area, and at the secretary’s level.

My company, CSI, is a small holding company that operates and
owns five rural telephone companies, serving 5,400 customers in
Minnesota and Wisconsin. CSI also manufactures telecommunica-
tions equipment and operates several rural cable television systems
in our telephone service areas.

The five CSI areas are very rural and are primarily agricultural.
Three years of dry weather have accelerated the decline of the aﬁ-
ricultural economy in our area. Small towns continue to shrink.
Towns near regional centers and recreational areas do somewhat
better. But the rural economy needs all the help it can get, if wider
rural recovery is to become a realistic hope.

Mr. Chairman, Dr. Parker’s report shows how important it is for
rural America to share in the advanced technologies and new serv-
ices of the evolving information age. Communications is not our
only need, of course, but good telecommunications is an absolutely
necessary ingredient in any plan to revitalize the economy and im-
prove the quality of life in our rural areas.

I am going to focus on the last, but very important goal in Dr.
Parker’s paper—enabling rural telephone carriers to provide the
telecommunications and information services that become general-
ly available in rural areas. Technology has been moving so fast
that no one can predict all the opportunities that communications
will open up for rural people.

Let me give you one example of what is already happening in
Minnesota. CSI and other local small telephone companies are
working together to use optical fiber technology to connect local
schools in small communities with larger schools, vocational educa-
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tional programs, colleges or other resources in regional centers.
The rural schools can then use interactive video to offer courses
they could not provide themselves. Getting optical fiber into the
community this way is a first step over the threshold towards an
information rich society.

Optical fiber has the capacity to carry voice, data, video, pro-
gramming, and facsimile transmissions. Most larger cities and nu-
merous inter city routes already have fiber in place. Some is being
installed in rural areas, but rural areas can’t afford to fall behind
arban areas in communications capabilities. Businesses look care-
fully at the cost and range of communications in an area before
choosing a location. Communications will be even more important
as new services spring up.

NRTA and CSI agree with Dr. Parker that digital switching is
essential for information age service. We are now working towards
upgrading to digital switching for our companies in three very
small Wisconsin communities and several Minnesota communities.
We also plan to upgrade another Minnesota community to digital.
However, because of the remaining investment in the existing
equipment, we are unsure if we can feasibly provide digital capabil-
ity to our other companies.

Congress should confirm universal information services and na-
tionwide advanced network capability as national goals. NRTA
heartily supports Dr. Parker’s recommendation that the REA
should play a central role in bringing the basic tools of the infor-
mation age to rural areas. I am happy to say that REA insured
loans and rural telephone bank loans are already authorized under
the act for most of the improvements he recommends.

CSI has REA applications on file for loans to carry out the plans
to install the digital switches I just mentioned. RE’A financing is
also available for installing optical fiber. REA programs must con-
tinue to be the cornerstone of the rural telecommunications infra-
structure as it evolves into a nationwide intelligent network.

There has been a lot of digital activity in the REA, as mentioned
by our friend from West Virginia, in installing digital services. It
was noted at the end of 1987, approximately 32 percent of the REA
financed companies had digital service or 32 percent of the custom-
ers are served by digital. I think that same figure in the RBOC'’s
was about 34 percent. REA and \he borrowers have been keeping
up. It is important they maintain that momentum.

Making the current REA and RTB programs more effective can
go a long way towards including rural America in the information
age. For example:

One, REA should make use of the $153.8 million in carryover
funds authorized in prior years but not made available to rural
telephone companies.

Two, REA should speed up its processing of loan applications to
help rural areas upgrade and update their facilities.

Three, REA should be required to set loan amortization sched-
ules in accordance with the request of the borrower, up to the full
period authorized by the act, not shorter periods that undermine
the effectiveness of REA programs.

Four, REA should have a more flexible dividend policy to permit
REA borrowers to make more investments in rural areas.
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Five, REA eligibility should not be restricted by rising interest
coverage requirements for loans because that can make areas that
need service improvements most not eligible for loans.

Six, REA should adopt policies that encourage borrowers to pro-
vide cellular service and provide loans for their service areas. Serv-
ice by telephone companies to the large rural areas they cover is
necessary to make this advanced technology widely available.

Mr. Chairman, bringing information technology and services to
rural areas is important, but it won’t be easy. Congress adopted the
REA programs because rural ¢~ as were not getting acceptable
telephone service. Most States L.ave regulated telephone service as
a public utility affected with the public interest. Telephone compa-
nies are allowed to provide service in their franchise areas without
competition in return for providing universal service at reasonable
rates. Both the NTIA 2000 report and Dr. Parker’s report recognize
that competition can be counterproductive in rural areas, where
the economic base may be too small to support one firm.

The local franchise will be even more important as rural tele-
phone systems try to modernize their service to keep pace with the
infermation revolution. Dr. Parker is correct in pointing to the
danger that competitors would cream skim the towns and leave the
rural countryside unserved. NRTA believes that the States must
not lose their ability to use the local franchise as the only way that
has proved successful to extend service to virtually all small tele-
phone customers.

Rural telephone companies are ready to meet the challenge of
bringing modern service to their areas, if Congress will only main-
tain and update the strong national policies and progran.s that
have already made high quality service a reality for so many rural
Americans.

Thank you for the opportunity to appear before your subcommit-
tee, Mr. Chairman, and for your strong interest in rural needs.

Mr. Wise. Thank you very much, Mr. Sampson.

[The prepared statement of Mr. Sampson follows:)

J




165

STATENENT OF
CURTIS A. BAMPRON
OM BEEALF OF THE
MATIONAL RURAL TELRCOM ASSOCIATION
BEFORE THR
U.8. HOUBE OF REPRESENTATIVES
GOVERNNENT OPERATIONS

SUBCONMITTEE ON GOVERNKENT INFORMATION,
JUSTICR, AND AGRICULTURE

JUME 14, 1989

O

ERIC

Aruitoxt provided by Eic:



[E

O

166

Good afternoon Mr. Chairman and members of the subcommittee.
My name is Curtis A. Sampson and I am President and chief
Executive Officer of Communications systems, Inc. in Hector,
Minnesota. Today I am also appearing on behalf of the National
Rural Telecor Association, a national trade association of
commercial local axchange telephone companies that obtain
financing under Rural Electrification Administration programs. 1
am also an elected commarcial industry member of the Rural
Telephone Bank Board. My company, €SI, is a small holding
company that owns and operates five rural telephone companies in
Minnesota and Wisconsin. CSI alse manufactures telecommunica-
tions equipment and operates several rural cable television
systems in our telaphor service areas.

The five CSI areas are very rural and are primarily
agricultural. Three years of dry weather have accelerated the
decline of the agricultural economy in our area. Small towns
continue to shrink. Towns near regional centers and recreational
areas do somewhat better. But the rural economy needs all the
help it can get, if wider rural recovery is to Lecome a realistic
hope.

Mr. chairman, Dr. Parker's report shows how important it is
for rural America to share in the advanced technolegies and new
services of the evolving Information Age. Communications is not
our only need, of course. But good telecommunications is an
absolutaly necessary ingredient in any plan to revitalize the

economy and improve the quality of life in our rural areas.
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I'm going to focus on the last, put very important, goal in
Dr. Parker's paper -- "enabling rural telephone carriers to
provide the telecommunications and information services that
b;come generally available in rural areas." Technology has been
moving so fast that no one can predict all the opportunities that
communications will open up for rural people. Let me give you
one example of what is already happening in Minnesota. CSI and
other local talephone companies are working together to use
optical fiber technology to connect local schools in small
communities with larger schools, vocational education progranms,
colleges or other resources in regional centers. The rural
schools can then use interactive video to offer courses they
could not provide themselves. Getting optical fibexr into the
community this way is a first step over the threshold towards an
information-rich society.

Optical fiber has the capacity to carry voice, data, video
programming and facsimile transmissions at the same time. Most
larger cities and numerous intercity routes already have fiber in
place. some is being installed in rural areas. But rural areas
can't afford to fall behind urban areas in communications
capabilities. Businesses look carefully at the cost and range of
communications in an area before choosing a location.
Communications will be even more important as new services spring
up.

NRTA and CSI agree with Dr. Parker that digital switching is

essantial for Information Age service. We are now working
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towards upgrading to digital switching for our companies in three
very small Wisconsin communities and several Minnesota
communities. We also plan to upgrade another Minnesota community
to digital. However, because of the remaining investment in the
existire aquipment, we are unsure if we can feasibly provide
digital capability to our other companies.

Congress sh.uld confirm universal information services and
nationwide advanced network capability as national goals. NRTA
heartily supports Dr. Parker's recommendation that the REA should
play a central role in bringing the “basic tools" of the
Information Age to rural areas. I am happy to say that REA
insured loans and Rural Telephone Bank loans are already
authorized under the Act for most of the improvements he
recommpends. CSI has REA applications on file for loans to carry
out the plans to install the digital switches I just mentioned.
REA financing is also available for installing optical fiber.

REA programs must continue to be the cornerstone of the rural
telecommunications infrastructure as it evolves into a nationwide
intelligert network.

Making the current REA and RTB programs more effective can
go a long way towards including rural America in the Information
Age. For example,

1) REA should make use of the $153.8 million in carryover
funds authorized in prior years but not made available to rural

telephone companies;
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2) REA should speed up its processing of lecan applications
to help rural areas upgrade and update their facilities:

3) REA should be required to set loan amartization schedules
in acccrdance with the request of the Borrower, up to the full
period authorized by the Act, not shorter periods that undermine
the effectiveness of REA programs:

4) REA should have a flexible dividend policy to permit REA
Borrovers to make more invastments in rural areas:

5) REA eligibility should not be restricted by raising
interest coverage requirements for loans because that can make
arcas that need service improvements most not be eligible for
loansg: and

6) REA should adopt policies that encourage Borrowers to
provide cellular service and provide loans for their service
areas. Service by telephone companies to the large rural areas
they cover is necessary to make this advanced technelogy widely
available.

Mr. Chairman, b: .nging Information Age technology and
services to rural areas is important, but it won't be easy.
Congress adopted the REA programs because rural areas were not
getting acceptable telephone service. Most states have regulated
telephone service as a public utility "affected with the public
interest.” Telephone companies are allowed to provide service in
their franchise areas without ompetition in return for providing
universal service at reasonable rates. Both the NTIA 2000 report

and Dr. Parker's report recognize that compeatition can be
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“counter-productive® in rural areas, where the economic base may
be too small to support one firm.

The local tranchise will be even more important as rursl
telephone systems try to modernize their service to keep pace
with the information revolution. Dr. Parker is correct in
pointing to the danger that competitors would "creamskim® the
towns and leave the rural countryside unserved. NRTA believes
that the states sust not lose their ability to use the local
franchise as the only way that has proved successful to extend
service to virtually all consumers.

Rural telephone companies are ready to meet the challenge of
bringing modern service to their areas, if Congress will only
maintain and update the strong national policies and progranms
that have already made high quality service a reality for so many
rural Americans.

Thank you for the opportunity to appear before your
subcommittee, Mr. Chairman, and for your strong interest in rural

needs.
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Mr. Wise. I get the impression, listening to much of the testimo-
ny today, that what you are saying is that there was a purYose for
R%IA, which was to bring basic telephone service to rural areas,
whether it be multiparty or however it was, it was mainly running
lines to homes that otherwise would not be linked up.

In many ways that purpose has been largely met. We have a lot
of unserved—according to previous testimony—1 percent of rural
customers are not served. But they are largely served with basic
telephone service. Now, we have entered a new era where if you
are going to survive, then you are going to have to upgrade the
system. You are going to have to become able to compete. Other-
wise, there won’t be a question of the chicken or the egg, because
neither one is going to be around to worry about if you don’t have
modern telecommunications.

Is that a fair summary of the need for REA to continue function-
ing as it has?

Mr. SampsoN. I would say so. When I came into the business 35
years ago, my first job, and it was during college, was climbing
poles—telephone—and trying to keep the J-2 line and the rural
telephone customers happy. Kec: it working. There were like 28
customers on at night, and every night with the rubbernecking and
so forth, nobody could hear. I suppose there were those that
thought, well, they have got telephone service, what do they want?
Mayheh it was four party, but anything was supposedly good
enough.

Right now I think we are probably at that same point. Sure
people have telephone service now. Right now we are looking at it
again and we are probably at the same juncture. Down the road we
will prebably leok back and say what people have now in the rural
sreas and small towns is probably about the same as we looked
back and see what people had 25, 35 years ago, and would be ap-
palled at that unless we go forward.

The REA program certainly does have a place for the future, be-
cause people expect to come out and have touchtone phones and be
able to dial pay phone calls without an operator.

Ms. GoAaTcHER. Mr. Chairman, I would like to say a few words
further on that. It is not just the financing was the important
thing for my company and the reason that we went to the REA.
That was a big part of it.

Another part of it was the technical assistance we got from their
staff. From personal experience, my husband, when he passed
away, and I became manager for the telephone company, of course
my experience was very limited in anything other than the book-
keeping part of it. Because of the technical staff that we had, our
field engineers, and all that have hel us, we were able to go
ahead and continue like we did, and they really educated me in a
manner of sgeaking.

Also, we have had a set of standards for equipment. We could
rely on them to be sure that the vendors met these standards. They
had field trials for things like our subscriber carrier. That was .n
the sixties. In the seventies it was the fiber optics. The small com-
panies do not have that inhouse. They have relied on REA’s engi-
neering staff, and their standards to help them with that and to
provide it.
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I think as time goes on, technologies continue to change, we still
face those things. And I think that provision of this staff to restaff
it would be a very important part of the REA program.

Mr. WisE. Are you still getting those technical services?

Ms. GOATCHER. Sir?

Mr. WisE. Are you still getting those technical services?

Ms. GoaTcHER. We personally haven’t taken advantage of them
in the las. few years, but the last opportunity that we had we did
not feel like that it was up to the standard it had been in the early

days.

ggme of these that have had that experience later could speak
further on that.

Mr. Wise. Would anyone else care to comment on that?

Mr. WeLcH. Just due to the help that is available from REA, we
simply choose to use our consulting engineers because we feel it is
far superior to what is available from REA.

Mr. Wise. Now, Mr. Welch, have you seen a decline in guality of
z%:exnge provided by REA, or has that simply been the way it has

n?

Mr. WeLcH. There has definitely been a decline, probably start-
ing about 5 or 6 years ago.

Mr. SampsoN. They have had considerable staff reductions, and
they haven't replaced people and made the areas larger and basi-
call\'l{ made the borrowers more dependent on hired consultants.

r. Wise. Mr. Collins, I am curious. We were hearing from Com-
missioner Greytok on the ARCQ situation. Which side is the USTA
pulling for in this dispute?

Mr. CoLLINs. That is a fairly good question. That involved——

Mr. Wise. I noticed a lot of the audience wants to hear the
answer too.

Mr. CoLLiNs. I am going to dodge it. Actually, it involved two
major companies, members of the USTA, and it is a matter involv-
ing the franchise. Small companies are very, very interested in re-
taining that franchise structure. It proved to be very beneficial in
developing the telephone services we have had today.

I don’t think the franchise has as much value or protection in it
in the metropolitan areas, like Washington and Dallas and places
like that, where it is not—not one telephone company invading the
other, it's the other entrepreneur coming in and building a fiber
network or interchange exchange carrier reaching out to the local
network to big business customers and taking the revenues. I think
USTA stayed out of the fray because it involved several of our big
companies,

Mr. Wise. Well, in the case of the regional Bell operating compa-
nies, are they interested in providing telecommunications services
to customers in other service areas?

Mr. CorLins. I can only answer for Bell Atlantic. We have no
plans to do that. The onlfr reason we would invade another fran-
chise area or seek to vould be because the facility that we sought
from probably the local telephone company was not available. Oth-
erwige, I think we would stay, generally stay with our franchise
territory.

Mr. Wise. Has Bell Atlantic ever been in the position of having
to defend its local franchise rights against another company?
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Mr. CorLins. The only case I am familiar with, and I am not fa-
miliar with all the details, could be in Virginia where Virginia
Prwer has indicated they were going into some communications
business, and I believe they appealed to the local commission. 1
would have to check my facts on it. If I am wrong, I will get back
to you.

l‘fir. Wisk. Also, Mr. Collins, there is a big push to remove the
modified final judgment service restrictions on the Bell companies.
I think it is sate to say Bell Atlantic supports such a change.

Mr. CoLuiNs. Yes. Aggressively, sir.

Mr. WisE. My question is, how will rural customers benefit if
these MFJ resirictions are lifted?

Mr. CowLing. I am glad you asked that. I have 1% days of discus-
sion on that. Let me briof it by saying I believe we will bring about
the introduction of a wider variety of information services and new
technologies. We will provide the incentive for those services to be
developed faster than they would otherwise be developed, we would
drive the costs down because the demand would develop faster and
thereby all of those services would be made available sooner and at
more affordable prices in rural America.

In particular, we would certainly like to be a participant in but
not control all data bases. That would be unreasonablc, data bases
will be available to all segments of the country as a matter of the
communication channel being established to reach there. If we can
help those to develop, the communications facilities the small com-
panies have will be fully utilized to get the information services
there locaily.

Mr. Wise. Turning to cable for a minute, Mr. Sampson, I under-
stand your company will be providing cable TV , is th.at correct? If
it is, are you doing that under the rural exemption?

Mr. 5ampson. We got into the business in one of our telephone
companies with an exemption still operate that way. I did spend
many years trying to encourage the REA to amend some of their
policies so that would have encouraged the telephone companies to
serve their own areas because there was a tremendous operational
savings, it would have brought cable much quicker. And, unfortu-
nately, they don’t do that and the FCC rule was somewhat restric-
tive with the size town that could be built by telephone companies.

But we did go on of our own choosing. We did decide to build in
other areas, and we did come up with like 75 cable TV systems pri-
marily in the upper midwest. It got to be of such size, we spun it
off into a separate publicly held company. For the life of me, I
don’t know why other companies didn’t do it. They should have
been able to see it was a golden opportunity. Certainly they should
have been doing *—when permitted—in their own territories. Any-
where it is remotely feasible to do it, at the present time, they
should be doing it.

There is very good synergism. Our people are billing the custom-
ers, doing the maintenance, the customer service, every aspect of
it. There’s very high synergism level.

Mr. Wise. Are any of the rest of you involved in—are any of the
rest of vou qualifying for the exemption, and are you providing
cable service?
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Ms. GoatcHer. We have an affiliate which provides cable service
in three communities that we do not serve telephone service. We
are now in the process of filing for a waiver for several of our very
small, of our service areas. We have two or three that are very,
very small. And at this time we do not feel that it would be eco-
nomically feasible to try to provide the TV service there. We are in
hopes that the cross ownership will be lifted and that through re-
search and development that we can be able to provide telephone
service to those, I mean TV service to those communities through a
joint facility.

If we were able to do that, where right now we only serve maybe
the city limits, you know, with the cable, we could afford to go out
and m%gbe serve the rest of the rural customers.

Mr. Wise. We are going tc hear Mr. Welch first——

Mr. WeLch. We qualify for the exemption. The economic studies
we have done in our area, due to our density, two prescribers per
route mile, the feasibility of it is out of the quertion until we can
use fiber optic technology. Whenever we can use that jointly for
video and voice network both, certainly it will become feasible at
that time.

Mr. Wise. Mr. Collins.

Mr. CoLuins. I was going to suggest as part of your “What can
the FCC do for us”, you can encourage them to complete their
study this year on time, which I believe will show that the cable
cross ownership rule should be modified.

Mr. Sampson. Mr. Chairman, I have never suggested anybody
build cable TV in a rural area of the telephone company in all the
years I spent trying to convince REA borrowers. It doesn’t make
sense to build the rural area. The idea would be at least we go in
with cable, and if a technology comes along, they would be there.

Now what has happened is most cable companies have come in,
taken the towns, and there is only the rural aree. left, so they have
kind of missed the boat. Even if they—towns—are as small as 75 or
100 homes you can cable, there is ways you can do it with the tele-
phone company doing it.

Mr. Wiske. 'I;{ns' is my aside. I think what the cable companies
need right now is a good dose of competition. It is my hope if I can
have anything to do with speeding that along, I will. And so I look
forward to working with you on that. I think I can get pretty much
agreement from this panel on that subject.

I have learned a lot, and I think this has been a very aelpful
hearing. Let me just stress what the purpose of this hearing is and
a couple more we are going to be having, is to lay a foundation for
where we are with rural telecommunications. I think it is extreme-
ly important, as Chairman English indicated, what he is doing in
his subcommittee is working on an overall rural development bill.

I believe in the area of cable, you are going to see some legisla-
tion at least beginning to move this year, a lot of issues that are
before us, the REA in its role, and so in these important areas, I
want to lay the foundation for where we are and what it is we need
to be doing.

I appreciate your being involved in this. You have aiso, inciden-
tally, supplied the ground work for a couple of hearings that we
had not only contemplated, but we will now be looking into. So it
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has been valuable for many reasons. I want to thank each of you
for coming and preparing such excellent testimony.

At this point, I declare this hearing adjourned.

[Whereupon, at 3:30 p.m., the subcommittee adjourned, to recon-
vene subject to the call of the Chair.]
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The subcommittee met, pursuant to notice, at 10:28 a.m.,, in room
2247, Rayburn House ice Building, Hon. Robert E. Wise, Jr.
(chairman of the subcommittee) presiding.

Present: Representatives Robert E. Wise, Jr., Glenn English, Al
McCandless, and Steven Schiff.

Also present: Audrey Bashkin, professiona) staff member; Aurora
Ogg, clerk; and Brian Lockwood, minority professional staff, Com-
mittee on Government Operations.

Mr. Wise. This hearing will come to order.

If it is all right with my colleague, Mr. Schiff, we will dispense
with opening statements or make them part of the record, and we
will just begin immediately.

We are delighted to see such a good panel of our colleagues.

Basically, what we are doing is looking at rural telecommunica-
tions issues, particularly what could be done in the upcoming Con-
gress, dealing with REA and other areas, that could foster ad-
vanced telecommunications, that ~an benefit rural America.

At this time, I would like to call on Congressman Skelton for any
statement he might wish to make.

STATEMENT OF HON. IKE SKELTON, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSOURI

Mr. SkELTON. Thank you, Mr. Chairman. I thank you and the
members of this committee for the opportunity to be with you this
morning.

As you know, I am chairman of the Congressional Rural Caucus,
and I am also chairman of the Small Business Subcommittee that
deals with rural development and has that within its jurisdiction.
As a result, I am very interested in the issue we are discussing
today-—telecommunications in rural Amarica.

Mr. Chairman, looking at the ways to revitalize rural areas, 1
can think of very few better ways to start than with communica-
tions. We al} know that nonurban areas need better educationsl op-
portunities, better health care deliverv gystems, and the develop-
ment ~f more meaningful and economivally viable jobs.
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Rural America faces higher energy and transportation costs. It
has a farm economy that has recently had its ups and downs—a
great deal of downs, as we know—and a “brain drain” of many of
its bright young citizens to the more populous areas, and we, frank-
ly, must seek solutions to these problems.

However, the best investment this country could make would be
in modern telecommunications sysiems for the entire Nation. With
this investment would come the full use of our Nation’s greatest
resource—its human resource. In this age of rapid information
ggg:; and retrieval, rural America really must not fall further

With use of fiber optics, with use of computers, with use of satel-
lites, less populated communities can be empowered, through infor-
mation and education, to assist agriculture, to assist industry, to
assist students, and even senior citizens and small businesses and
local governments.

Information linkage will also assist the average rural citizen,
putting him or her in contact with economic and social services on
the various levels of government. One of the problems with deliver-
ing assistance to rural areas is that, many times, residents either
do not know about existing government and private assistance or
they do not have the capacity to connect with those services.

A more comprehensive telecommunications network in rural
areas would greatg enhance the health-care delivery, a system
that is already suffering; rural hospitals, which we all know are
having a hard time attracting and keeping specialized physicians.
This will enable them to use the expertise that is readily available
in the urban and the suburban areas. Medical records and case his-
tories, for instance, would be only minutes away and retrievable.

Small schools could take advantage, and those of us that live in
small towns really understand this. Small schools could take ad-
vantage of State and university libraries. They could even take ad-
vantage of the Library of Congress.

Many schools already take advantage of satellite technology to
share teachers, but not enough—for example, teaching foreign lan-
guages and teaching some science courses that they cannot afford
on their own local payrolls. Computers and better telecommunica-
tions can make this sort of sharing even more important.

Rural small businesses could take advantage of better commun;-
cations and technology. Intreducing and integrating telex, facsimi-
le, electronic mail, data processing, and cther services in rural
areas would give these businesses many of the same resources that
their urban counterparts today take for granted. Computer and in-
formation technology has moved so rapidly in the last 15 years and
will probably continue to modernize even quicker in the days
ahead, that rural areas, Mr. Chairman, must begin to catch up and
must keep pace with the rest of the world or they are going to find
themselves literally out in the cold.

Local leadership is the key to the development of any communi-
ty. With enhanced communications, local leaders will be able to
easily obtain knowledge needed to make better decisions for the
community. Local law enforcement—I think this is already coming
into being—local enforcement and emergency services would be in
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touch with other authorities to have better law enforcement and to
save lives and property.

Some options to enhance our human resources could include Fed-
eral collaboration with State and local governments to upgrade the
public-information infrastructure, as well as basic vocational educa-
tion. Increased funding for civil research and technology develop-
ment could be provided. Such a step would be concerned not only
with manufacturing but also the service industries, which consti-
tute three-fourths of our Nation’s econemy today.

Congress needs to push for a national telecommunications policy.
A clearinghouse must be set up for information about telecom-
munications technology and establish model programs to libraries,
schools, universities. Every effort should be made to attract the
telecommunications industry to fully invest in rural America.

Once again, I am talking about empowering our Nation’s great-
est resource, its people.

Mr. Chairman, someone that decides to move to a small town or
a rural area should have the same opportunity, and the technology
is there today and it is being developed there today, and the cost is
not that significant. There is no reason why they cannot have the
same advantages educationally, business wise, and in other areas,
as they have should they live in Kansas City or St. Louis, MO.

Thank you so much. I appreciate this.

[The prepared statement of Mr. Skelton follows:]
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MR. CHAIRMAN, I WANT TO [HANK YOU AND THE MEMBERS OF THIS
COMMITTEE FOR THE OPPORTUNITY TO SPEAK THIS MORNING. AS CHAIRMAYN
OF THE CONGRESSIONAL RURAL CAUCUS AND AS CHAIRMAN OF A SMALL
BUSINESS SUBCOMMITTEE THAT DEALS WITH RURAL DEVELOPMENT, I HAVE A
GREAT INTEREST IN THE ISSUE WE ARE HERE TO DISCUSS TODAY,
TELECOMMUNICATIONS IN RURAL AMERICA.

WHEN LOOKING AT WAYS To REVITALIZE RURAL AREAS, I CAN THINK
OF VERY FEW BETTER WAYS TO START THAN WITH COMMUNICATIONS. WE
ALL KNOW THAT NON-URBAN AREAS NEED BETTER EDUCATIONAL
OPPORTUNITIES, BETTER HEALTH CARE DELIVERY SYSTEMS, AND THE
DEVELOPMENT OF MORE MEANINGFUL AND ECONOMICALLY VIABLE JOBS.
RURAL AMERICA FACES HIGHER ENERGY AND TRANSPORTATION COSTS, A
FARM ECONOMY THAT HAS RECENTLY HAD ITS UPS AND DOWNS, AND A
"BRAIN DRAIN" OF MANY OF ITS BRIGHT YOUNG CITIZENS TC MORE
POPULOUS AREAS. WE MUST SEEK SOLUTINNS TO ALL OF THESE PROBLEMS.

HOWEVER, THE BEST INVESTMENT THIS COUNTRY COULD MAKE WOULD
BE IN A MODERN TELECOMMUNICATIONS SYSTEM FOR THE ENTIRE NATION.
WITH THIS INVESTMENT WOULD COME THE FULL USE OF OUR NATION'S
GREATEST RESOURCE, ITS HUMAN RESOURCE. IN THIS AGE OF RAPID
INFORMATION OUTPUT AND RETRIEVAL, RURAL AMERICA MUST NOT FALL
FURTHER BEHIND.

WITH THE USE OF FIBER OPTICS, COMPUTERS AND SATELLITES, LESS
POPULATED COMMUNITIES CAN BE EMPOWERED, THROUGH INFORMATION AND
EDUCATION, TO ASSIST AGRICULTURE AND INDUSTRY, STUTCENTS AND

SENIOR CITIZENS, SMALL BUSINESSES AND LOCAL GOVERNMENTS.
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INFORMATION LINKAGE WILL ALSO ASSIST THE AVERAGE RURAL CITIZEN,
PUTTING THEM IN CONTACT WITH ECONOMIC AND SOCIAL SERVICES ON THE
FEDERAL, STATE AND LOCAL LEVELS. ONE OF THE PROBLEMS WITH
DELIVERING ASSISTANCE TO RURAL CITIZENS IS THAT MANY TIMES
RESIDENTS EITHER DG NOT KNOW ABQUT EXISTING GOVERNMENT AND
PRIVATE ASSISTANCE, OR THEY DO NOT HAVE THE CAPACITY TO CONNECT
WITH THESE SERVICES.

A MORE COMPREHENSIVE TELECOMMUNICATIONS NETWORK IN RURAL
AREAS WOULD GREATLY ENHANCE HEALTH CARE DELIVERY, A SYSTEM THAT
1S ALREADY SUFFERING. RURAL HOSPITALS, WIIICH ARE HAVING A HARD
TIME ATTRACTING AND KEEPING SPECIALIZED PHYSICIANS, WILL BE ARLE
TO USE THE EXPERTISE THAT IS READILY AVAILABLE IN URBAN AND
SUBURBAN AREAS. MEDICAL RECORDS AND CASE HISTORIES WOULD BE ONLY
MINUTES AWAY.

SMALL SCHOOLS COULD TAXE ADVANTAGE OF STATE AND UNIVERSITY
LIBRARIES, EVEN THE LIBRARY OF CONGRESS. MANY SCHOOLS ALREADY
TAKE ADVANTAGE OF SATELLITE TECHNOLOGY TO SHARE TEACHERS, FOR
EXAMPLE FOREIGN LANGUAGE AND SCIENCE TEACHERS, THAT THEY CANNOT
AFFORD TO KEEP ON THEIR PAYROLLS. COMPUTERS AND BETTER
TELECOMMUNICATIONS CAN MAKE THIS SORT OF SHARING EVEN MORF
IMPORTANT AND VIABLE.

RURAL SMALL BUSINESSES COULD TAKE ADVANTAGE OF BETTER
COMMUNICATIONS AND TECHNOLOGY. INTRODUCING AND INTEGRATING
TELEX, FACSIMILE, ELECTRONIC MAIL, DATA PROCESSING AND OTHER
SERVICES IN RURAL AREAS WOULD GIVE THESE BUSINESSES MANY OF THE
SAME RESOURCES THAT THEIR URBAN COUNTERPARTS TAKE FOR GRANTED.

COMPUTER AND INFORMATION TECHNOLOGY HAS MOVED 50 RAPIDLY IN THE
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LAST FIFTEEN YEARS, AND WILL PROBABLY CONTINUE TO MODERNIZE EVEN
QUICKER, THAT RURAL AREAS MUST BEGIN TO CATCH UP AND KEEP PACE
WITH THE REST OF THE BUSINESS WORLD.

LOCAL LEADERSHIP IS THE KEY TO THE DEVELOPMENT OF ANY
COMMUNITY. WITH ENHANCED COMMUNICATIONS, LOCAL LEADERS WILL BE
ABLE TO EASILY OBTAIN THE KNOWLEDGE NEEDED TO MAKE THE BEST
DECISIONS FOR THEIR COMMUNITY. LOCAL LAW ENFORCEMENT AND
EMERGENCY SERVICES WOULD BE IN TOUCH WITH OTHER AUTHORITIES TO
BETTER SAVE LIV:S AND PROPERTY.

SOME OPTIONS TO ENHANCE OUR HUMAN RESOURCE COULD INCLUDE
FEDERAL COLLABORATION WITH STATE AND LOCAL GOVERNMENTS TO UPGRADE
THE PUBLIC INFORMATION INFRASTRUCTURE AS WELL AS BASIC AND
VOCATIONAL EDUCATION. INCREASED FUNDING FOR CIVILIAN RESEARCH
AND TECHNOLOGY DEVELOPMENT COULD BE PROVIDED. SUCH A STEP WOULD
BE CONCERNED NOT ONLY WITH MANUFACTURING BUT ALSO THE SERVICE
INDUSTRIES, WHICH CONSTITUTE THREE-QUARTERS OF THE NATION'S
ECONOMY,

CONGRESS NEEDS TO PUSH FOR A NATIONAL TELECOMMUNICATIONS
POLICY. A CLEARINGHOUSE MUST BE SET UP FOR INFORMATION ABOUT
TELECOMMUNICATIONS TECHNOLOGY AND ESTABLISH MODEL PROGRAMS
THROUGH LIBRARIES, SCHCOLS AND UNIVERSITIES. EVERY EFFORT SHOULD
BE MADE TO ATTRACT THE TELECOMMUNICATIONS INDUSTRY TO FULLY
INVEST IN RURAL AMERICA.

ONCE AGAIN, I AM TALKING ABOUT EMPOWERING OUR NATION'S
GREATEST RESOURCE, ITS PEOPLE. PROVIDING RAPID INFORMATION AND
EDUCATION TO CITIZENS OF ALL AGES WILL ENABLE THEM TO MAKE THE

BEST DECISIONS AND CONTRIBUTIONS TO THEIR RURAL COMMUNITY.

Jey

O

RIC

Aruitoxt provided by Eic:



184

Mr. Wise. Thank you, Ike, and I know yc. have got a busy sched-
ule. I just want to thank you for the leadership—as one who also
comes from a rural area—the leadership you have shown in the
-ural caucus, and I think this may, given the commitment Glenn
English in the Agriculture Committee and the rural development
efforts, I think this may be the year we can move some rural devel-
opment legislation.

you.

Mr. SkeLTON. Thank you.

Mr. Wise. We had also had a request, because of a time con-
straint, from Congressman Gunderson.

: Ster\ée, if you wanted to proceed, and then we will go to our regu-
ar order.

STATEMENT OF HON. STEVE GUNDERSON, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF WISCONSIN

Mr. GunpersoN. Thank you very much, Mr. Chairman, and I
will be brief. I'll ask unanimous consent that my siatement be in-
serted in the record and I want to share with you just some general
comments focusing on one of the few areas in rural America in this
country where telecommunications has already played and is play-
ing a vital role.

It was back in 1979 that my home :ouoxz)tg, Trempealou County, a
small farm county of approximately 20, people began a process
known as western Wisconsin communications cooperative. It was
clearly organized under the traditional cooperative movement. It
was a vehicle which was capitalized through a Kellogg grant and
obtained subscriptions from various residents throughout the area
because clearly as we all know, cable television has not been a very
viable entity i terms of the private sector in rural America.

So they went out and through the cooperative, sold subscriptions
to members, farmers, rural people, small town folk alike and they
began a process of setting up an interacting cable system through-
out the entire county. It became first and foremost operated
through the schools, and now we have a central studio located
through the county courthouse and the system is used primarily
for education in rurel schools where you frankly do not have the
enrollment, you do not have the students to offer many of the
classes that our urban counterparts are able to do such as the lan-
guage courses, some of the specialized vocational ceurses, et cetera.

e system works and I considered actually bringing a video
today to show you how it works in that you have television receiv-
ing and sending signals in every school. So the teacher can be in
one school and they can then switch to school No. 1 where the stu-
dents will be able to ask the teacher questions and then they will
go on to scheol No. 2. All of this is broadcast so there’s a total
interaction at the same time that this whole operation is undergo-
ing.

Now, as I indicated, it started out through capitalization with a
Kellogg grant. The Farmer’s Home Administration then came in
and provided some early ioan money for the startup of the program
and then the Rural Electric Administration came in and provided
some loan money. So, it has been a combination of different gov-
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ernment agencies through different programs that have been help-
ful to this particular effort.

It is successful in education. It is also very successful in public
access, broadcasting city council, county board, various type of gov-
ernment information. It is very successful in public access. Frank-
ly, the senior citizens of my home county have really taken over
the operation of the cameras and the running of the studio for
most of this which has another side effect which is obviously a very
positive one and it has many, many successes.

I will tell you however though its success has alsc emphasized
one of its major problems and I think an area where the govern-
ment needs to become involved because despite these various loans
that it's received from the Federal Government, it has been forced
to focus really on the small towns and villages and one of the most
emotional and contrary aspects of all of this is that many farmers
and rural people, myself included, bought subscriptions back in
1979 and they have never brought this cable out into the rural
areas because frankly, the cost per mile of setting up this cable
into the rural areas is no different than the problems we've had
with rural telephone and rural electric in the past.

So frankly there ure some hard feelings out there in regard to
that and it’s clearly an area where if we are going to help rural
America in its transition which certainly we are experiencing and I
would assume most rural areas are, and in a time of an informa-
tion age bringing that information 0. a daily basis to these farm-
ers, we're going to have to find the means in terms of capital, in
terms of revolving loans, in terms of technical assistance, et cetera,
to bring that one step further so that it fully is available to the
rural folk because yes, we have the satellite systems that every-
body has across rural American but we also have the problems
with that in that it is not fully utilized in rural areas for all the
reasons everybody knows about.

I could go into length sbout a couple of different programs but I
would suggest that as we talk about rural development, we must
talk first and foremost about the quality of life for all our rural
citizens. We must talk secondly about the whole concept of educa-
tion and quality and equal education in rural America to the urban
areas and third, as we see our farming areas switch into diversified
economies, you are going to look at an area of training and retrain-
ing unprecedented in rural America.

I don’t have to tell anybody at this panel or anybedy on this com-
mittee that frankly, rural folks are not all that confident and will-
ing to go forward and say, I just don’t know and I need to learn,

If we can within the privacy of their own home provide that in
school education and retraining for them, it is going to be an abso-
lutely essential tool to economic development. So with that Mr.
Chairman, | thank you for the opportunity to share with you both
a success story and a story that has indicated at least to me lessons
where the Federal Government needs to expand.

[The prepared statement of the Mr. Gunderson follows:)
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Good morning. I would like to thank Chairman Wise for this
oppoertunity to discuss the role and importance of a strong
telecomnunications network in rural America.

I would like to share with you two programs in which education
in several western Wisconsin's rural school districts is anhanced
by telecommunications. One of these programs iz called “Project
Circuit" - a local cable cooperative education programminy effort.
The other is called the "Wisconsin Rural Reading Improvement
Praject,* part of an education laboratory designed by Congress to
research, develop, test and disseminate innovative ideas in educaticn.

Many of western Wisconsin's school districtc have
enrollments under 1200 students, which presents a challenge for
school boards, administrators and teachers to provide the
education needed for our youngsters to be successful in the
future.

For those of us representing rural areas, we Kknow that thre
smaller school districts have 1 mited meney and resources to
provide the classes that are needed to keep students competitive
with those school districts that have the ability to provide the
curriculum they wish.

PROJECT CIRCUIT

Since 1979, the Western Wisconsin Communications Cooperative
in Independence has baen running "Preject circuit,® an education
program with a parthership of aight small school districts:
Independenca, Osseo-Fairchild, Eleva-Strum, Arcadia, whitehall,
Blair-Taylor, Alma Center, and Galesville-Ettrick-Trcmpealc\u.
"Project Circuit® is also accessed by the western Wiscongin
Technical cCollega in La Crosse.

"Project Circuit" is an interactive cable access education
system, with the curriculum content controlled by the school
districts and taught by teachers within the participating school
districts. with the eight scheol district forming a cooperative
teaching effort, they can ghare the costs of providing essential
classes that they normally would not find cost effective, yet
necessary. .

Allow me to explain how "Project Circuit® functions. At the
beginning of each school year, the eight schools meet to determine
what courses they axe not able to provids by itself, but can be
provided by another scnoo). A ligt of courses are selected as
wall as the providing achool and teacher. Thesae courses are then
nade available to the students hafore each school semester. This
year, five courses are being offered “hrough “Project Circuit™ -
Spanish, French, Garman, Shorthand, and Computer Digital logic.

BEST COPY AVAILABLE
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Each school has its own cablie channel, linked by Western
wisconsin Communications Co-op which sach school may access by
simply changing the channal sslector.

¥hen one of these "Project Cilrouit™ courses are provided,
the teacher will pressnt the course in a designated teaching
station. The instructer will teach the class not only to the
students in the room with thea, but over the cable channel whach
is baing telecast right from the room. The teacher has full
control of the cameras to coincide with the teaching materisla he
or she is presenting,

Tha achools on the other end only have to turn the television
on, and tune into the appropriate channael, with the participating
school's atudents receiving instruction via cable.

For example, Arcadia conducts a Spanish class from its
teaching station and is picked up by Ceseo-Fairchild and Alma
Center school. Getting a three for tha price af ona deal.

Rather than having each scheool with one Spanish teacher
teachirng five students, the schools can share the cost of one
teacher who teaches bafore 20-30 students at a time. The
beautiful thing about "Project Circuit® is that the students in
the other schools can interact vith the teacher cver ths same
cable systam.

As I mentioned, "Project Circuit™ was started in 1979
through losans with the Parmers Home Administration. Since then,
Weatern wisconsin Communications Co-op has heen orking through
the Rural Electrification Administratiea to centinue providing
education curriculur o0 the eight school éistricts.

How important is telecommunications for rural America?
without adequate facilities and equipment, these eight schceol
districts would ba taking on the financial burden of trying to
provide saducation that is required of ocur youngsters if they are
teo maet the high standards ve keep trying to upgrade,

Not only is the educational guality enhanced in these eight
schools through the rative curriculum, but these schocls
also have accoss to their local governmants, service ajencies,

and yes, politicians, through the Trempealeau County public access
television.

WISCONSIN RURAL READING IMNPROVEMENT PROJECT

The othar program, tha "¢lsconsin Rural Reading Improvenent
Program,® 1s conducted in 18 school distriots in western and
northern Wisconsin, eight of them in wy district. 1t is a
progressive reading prograa using the telecommunications resources
of satellites, VCRs, computers, and tolsphones.

1a.
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The prograrm, in its second year, is meing conducted by tha
North Central Regicnal Educational laboratory to upgrads reading
inatruction in small schools in Wisconsin.

The project incorporates a talevision program called
"Storylords”" to teach first through faurth graders reading and
thinking akills. The program is based on a fantasy with a
student nawed Norbert whe has been appointed as an “Assistant
Storylord® to help save the planat Mpjuste, from Thorzuul.
Thorzuul is the evil Storylord who wants to rule Nojuste by
turning all the good citizens into stone tablets.

The citizens cun escape the clutches of Thorzuul by solving
3 problem. Student's reading and reasoning skills are challenged
by this struggle between good and evil through the instructional
support o. tha teacher in the classroom.

Teachars simply record the “Storylords® program that is
transmitted via gatellite on the VCRs in their schools. The
taped program is worked into the teachers classroom reading
instruction.

The program ugas a complete range of telecommunications.
Broadcast television transmits “gtorylords™ for schools to tapa
and use on VCR. Narrowcast television and radio helps train
teachers. Computer networking and telephone conferancing calls
lat teachars share problems and curricular ideas with fellow
teachers rnd with a readang expert who monitors and reinforces
their activities.

As I mentlonad, “Storylords® is in its mecond year. Ip the
third year, *Storylords*® will ba refined and used in mera schools
in wisconsin, as well as in gchools in Iowa, Michigan, Minnasota,
and Illinais.

The program is operatad through the North Central Technical
College, the Dniversity of Wisconsin-Eau claire, the University
of Wisconsin-Staevens Point, thrae Cooperative Educational saervice
Agenciaea, the Wisconsin Department of public Instruction, and the
Wisconsin public Radic and Television Networks.

As you can see, thesa two programs sllow teachars and school
to expand thelr teaching curriculum, and reduce some of the
financial burden of providing essential coursces, but they also
push these school districts into an innovative and devaloping
form of education.,

Access, curriculum enhancement, rasocurce expansion, cost
efficiency, and teaching development are al) valuable
talecommunication assats for education in rural America.

Thank you.

s
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Mr. Wise. We greatly appreciate that, particularly the persenal
illustration. At this point, we hear from somecne who’s no stranger
to rural communications or cable issues, Congressman Boucher
from Virginia. Goed to have you.

STATEMENT OF HON. RICK BOUCHER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF VIRGINIA

Mr. Boucuer. Thank you very much, and I want to begin by
commending you on holding this hearing today on how to bring
modern telecommunications into rural areas, and like yourself, 1
represent a rural area. Mine is in the western part of the State of
Virginia, and I am very much concerned that our region is going to
be left behind when much of the rest of the country updates its
telecommunications infrastructure with fiber optic cable or some
other advanced technologies.

Without affirmative government action, I am very much con-
cerned that our country, ultimately, is going to become divided, as
a Nation, among technological have’s and technological have-nots,
and the rural areas are most likely to be the residence of the have-
nots.

Historically, rural economies have thrived because of location-
specific advantages. They have had minerals or they have had
crops or timber which were in demand in outside markets. Increas-
ingly, however, new economic development depends on specialized
human resources, on information processing, and on telecommuni-
cations.

More than 5¢ percent of all U.S. workers today are currently em-
ployed in information-sensitive industries, and that proportion is
growing. Several recent studies indicate that investment in tele-
communications contributes to economic growth, with the greatest
benefit accruing to the less-developed areas.

Just as in the past, when a highway or a waterway or a railroad
link could boost the fortunes of remote towns, so today modern
telecommunications servicer can bolster and diversify the economic
base of rural Americs.

As we move into the 21st century, our teleco.nmunications infra-
structure will become the interstate highway of information. Those
regions that are linked along the system will benefit from in-
creased economic development opportunities, and areas that are
not linked are destined to, at best, remain stagnant and probably
will decline.

The advent of fiber optic cable will provide a technological cata-
lyst to information services. These hair- thin wires are capable of
carrying vast amounts of information, with higher fidelity than
traditional twisted pairs of copper wire, which is the basic means
that telephone service is delivered to the homes today, or coaxial
cable, which is the primary means by which cable television service
is delivered.

Already, we are seeing long-distance companies installing fiber
in their trunk systems, and as fiber costs drop, it is quickly becom-
ing attractive for installation in nw housing developments. Esti-
mates are that high-density population areas wili be fully equipped
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with fiber optic cable and the services that fiber can provide some-
time within the course of the next decade.

Unfortunately, the same thing cannot be said for rural America.
Left to normal market forces, there could be a gap of anywhere
from 10 to 20 to 30 years between the installation of fiber in urban
areas, offering the full services that can be accommodated over a
fiber r.etwork, and the installation of that same kind of fiber net-
work in rural America, and that is a very enormous gap, which [
think all of us representing rural areas need to be aware of and
need to be concerned about.

That pattern of fiber installation will make our urban and subur-
har areas information-rich in comparison with their information-
poor rural brothers. The impact of that disparity would be felt not
just in rural America but, in fact, all across the country.

In the most obvious instance, it will be extremely difficult to mo-
tivate new businesses to lecate in rural regions. More and more
businesses are depending upon information technology, and if those
services are available in urban areas and not available in rurai
areas, it is going tc be very difficult to convince a company that
has to depend upon that kind of infrastructure to locate in rural
America. So, it 1s a real adversity in terms of economic develop-
ment.

A more subtle problem, perhaps, relates to the educational disad-
vantages that rural areas would have to endure. As naw technology
emerges, the new educational products, such as home-study aids
will emerge. Those programs wile enhance the schools and students
with access to them and disadvantage those that do not.

In short, Mr. Chairman, I think that universal equal access to in-
formation is as important to America in the 21st century as univer-
sal access to electricity was important to this Nation in the 20th
century.

When we were considering universal access to electricity and
when we were constructing the interstate highway system, we ce-
pended upon the Federal Goverament to provide major financial
support for the building of that infrastructure, and I am convinced
that eventually we are going to be calling on Federal resources to
help build an information infrastructure that is the modern and
future parallel to that old infrastructure development of decades
ago.

Now, we all know that, given the severe constraints on the Fed-
eral budgeting process presently, that any hope that we will have
Federal resources aprlies to that effort in the near term is preb-
ably unrealistic, and so0, I think we have to look for more creative
avenues.

As you know, Mr. Chairman, and as vou kindly mentioned in
your introduction, I have offered one such alternative. It is H.R.
2437, the Cable Compotition Act, of which I am pleased to say that
you are an original cosponsor, as is my colleague from Tennessee,
Mr. Cooper. That legislation has a number of goals.

It is designed primarily to help lower rates for cable television
service be injecting competition into a market that is characterized
only by monopoly today. We thinl that by offering competition, we
also n provide some viewing options, of which consumers are cur-
rently deprived, but the legislation also offers one mechanism that
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could help fund the important public nolicy goal of ensuring that
fiber optic cable is deployed in rural areas.

It will just about cut within half the time within which tele-
phone companies would ordinarily deploy fiber in the absence of
the incentive that we are providing and that is the ability to offer a
video signal. If th2y cannot offer the video signal, then the time
will be abou® twice: what would be if they can offer that signal.

So, we think our legislation is one creative way to accelerate the
schednle upon which fiber optic is deployed, both in urban and in
;-m};al areas, and I would commend it to your consideration in that
ight.

I'do not know, Mr. Chairman, that that is the best possible solu-
tion to the telecommunications problem that I have described, but
it is the only one that I know of for the present time, and I would
very much welcome the result of this subcommittee’s deliberations,
as you continue to examine that very important subject, and I
thank you very much for having me here today.

Mr. Wisg. Thank you, Rick, and I happen to agree with you. In
fact, I would hope that one goal of any rural telecommunications
bill that emerges is to have universal information service by ihe
year 2000, because otherwise, we are just going to be left increas-
ingly behind.

meone who has been very active, also, in rural issues—and
Tom, I have been reading the GAQ report that you had commis-
sioned on ending some duplication and overlapping of services in
rural areas, and when you start leafing through there, it is kind of
astounding some of the programs that we do have that overlap
from different agencies.

We are privileged to hear today from Representative Tom Cole-
man.

STATEMENT OF HON. THOMAS COLEMAN, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MISSOURI

Mr. CoLemAN. Thank you, Mr. Chairman, and thank you for the
invitation to appear today.

I am delighted to hear all the fine testimony my colleagues have
offered. It ie nice to find people within the Congress and our House
here who have the same interest, even though we serve on various
committees and sometimes do not always get our heads together in
a forum like this. So, I think i{ is very good that you are holding
these hearings today.

As you mentioned, Glenn English and I are, in fact, coming to-
gether on a rural development proposal, and we are very optimistic
that we can present something to the House of Representatives this
fall and perhaps even have some law later on this year. And mich
more importantly since I have been working on this for a number
of years, is the need to diversify our rural economy. There is no
qusstion about it.

While agriculture is always going to be extremely important, I
think, for the future of rural areas to succeed and for small towns
to be able to continue, we definitely are going to have to diversify
our economic base. What this is going to require of us is to plug
into the nationwide economy that exists. In order to do that, we
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have to capture high technology. We have to use fiber optics. We
have to use telecommunications systems. We have to use satellites
and «.mputers.

No more is rural America isolated. In many cases in the past,
even the Federal Government has organized itself around regional
urban centers. That is not necessary today, because people 200
miles from an urban center can do keypunch, can do computer
input, et cetera, can take care of these types of administrative ca-
pabilities.

So, one of the things that I have mentioned in the past and have
proposed in legislation is—and I think it might be appropric e for
this committee, because you are the Government Operations Com-
mittee—to consider the location of Federal facilities and how that
might tie into rural economic development.

Another important thing—and you mentioned the GAQ report
that I requested: What it showed was that nobody in this Federal
Government—be it the General Accounting Office, the Office of
Management and Budget, or any other organization that you might
think of—really knows how many rural-oriented programs there
are in this country, and as a result, they are all over the map. The
Jjurisdictions vary from department and agency to agency.

Just at first blush, we found 88 different programs administered
by 13 different departments, and it is a need for, if nothing eise, a
single-source collection point for information on rural development
for towns and communities to depend on. But beyond that, we are
trying to make some sort of rational approach to rural develop-
ment, so it is not just a scattered, shotgun approach, but targeted
efforts I think the GAQ report indicates that a more efficiently run
delivery system would save money and provide better services, as
well.

[ agree that, while we talk rosis, bridges, and highways, telecom-
munications are going to be those pathways of the future, and I
think it is important for Congress to have an overall approach to
it.

Another thing I want to mention is the utilization of technology
transfer centers. I have proposed, in the past, and 1 am sure others
would agree, that technology is extremely important in rural areas,
and I have proposed a program that would offer some grants to
nonprofit organizations. I would mention land-grant institutions,
because they are in place, but not limit it to them, to be able to
come up with a program that would actually apply and utilize the
technology that exists or might exist and be abie to utilize that in
new marketing ideas, creation of new products, and new manufac-
turing techniques in rural areas. That is something I think is a
exciting part and component of what we, together, might be able to
do, between our two committees.

Let me just say, in closing, that education is extremely impor-
tant. We have seen the lack of information in some rura) schools.
We have apprached that problem on the basis of trying to develop
with guidance counselors a program which this Congress has adopt-
ed on a pilot-project basis. And as we are wont to do here, the pilot
project is my district, but the fact is that we are trying to utilize
technology by bringing information to our rural scheols so that the
decisionmaking process for young people is facilitated. Young
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people need to be able to decide what they are going to do with
their future, career-wise, what to do about a post-secondary institu-
tion, or a scholarship. How do you apply? How do you take the
SAT, et cetera, and what schools are out there and what do they
offer.

That type of information availability—what we are doing as a
pilot project—is, I think, part of what could be tied together in a
national network.

So, I commend this subcommittee. Mr. Chairman, thank you. I
hope that, working together, all of us can come up with something
to help our rural communities, because without something new,
they are simply not going to be able to succeed.

[The prepared statement of Mr. Coleman follows:]
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STATEMENT OF
E. THOMAS COLEMAN
before the
SUBCOMMITTEL ON GOVERNMENT INFORMATION,
JUSTICE, AND AGRICULTURE
COMMITTEE ON GOVERNMERT OPERATIONS

October 12, 1989

Mr. chairman, ! appreciate your invitation to testify before
the Subcommittee this rorning and your interest in the role

teiecommunications can play in rural economic development.

As you may knocw, 1 have been extremely interested in rural
developrent fcr a number of yeears, especialiy as I saw my own
area of the nidwest, north Missouri, suffer through the farnm
recession of this deaade.  Although the farm economy is on the
tebcund, the luct is that the impact of American agriculture's
return to rrotitability in many areas has not reached beyond the

farm gate.

As we on the Agqriculture Cornittee proceed with a rural
developnent nill aimed at revitalizing rural comrunities,
infrastructure needs must be addressed. Ard, as we approach the
21st century, it is obvious that adequate communications
facilities are as vital as good rcads and bridges, and water and

sewer systems.
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In testimony before the Agriculture Committee this summer,
it was estimated that 66 percent of the American workforce will
be employed in information services by the turn of the century.
We must prepare now for rural America to take part in this

information age.

This morning I would like to draw your attention to two
pleces of legislation I introduced earlier this year that should
be part of our rural development telecommunications provisions:
H.R. 2412, the Rural Development Data Base Act of 1989 and H.
Con. Res. 126, a resolution urging the President to revoke an

executive order of the last decade.

The General Accounting 0Office at my request issued a report
eatly this Year that examined federal programs and activities
that serve rural communities. The GAO identified 88 rural
development programs currently overseen by 13 federal
departments, commissions and agencies. Thig report clearly
illustrated the need for a single collection point for tracking

and coordinating federal rural development efforts.

H.R. 2412 sould provide for a single-source compilation and
public dissemination of details on federal, as well as gtate and
local, rural development programs, The development and

raintenance of this data base will ensure the availability of
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hacassary information to formulate cloar and seund rural
development policy. And, Mr. Chairman, with nmodern
telecomnunications mystems available to rural Americans, it also
would mean this data base would be accessible to community and

rural development leaders throughout the country.

House Concurrent Resolution 126 also could mean jobs for
rural Americans in places where an up-to-date communications
infrastructure is in Place. 1In 1978, President carter signead
Executive Order 12072 that required all federal facilities to the
extent possible to be located in centralized business centers of
urban areas. This contravened the Rural Development Act of 1972
that requires USDA facilities to be located in rural areas to the
extent possible. I think it is time USDA's rural development
mission include rural Americans and locating USDA facilities in

rural areas would be cne place to start.

As Yyou know, Mr. chairman, a word of caution about
telecommunications legislation was brought out at our own rural
davelopment hearings, and I want to emphasize it for the record:
We must not encourage bypass of the telephone network already in
Place in rural America. We must encourage subscribers to stay on
the system that has been built through the hardwork and
initiative of our small, rural private and cooperative phone

companies.
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Once again, Nr. chairman, I appraciate your time and your
interest and look forward to working with you in any way I can.

Thank you.

N
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Mr. Wise. Thank you, Tom.

As | say, we look forward to work with you on this telecommuni-
cations issue.

Congressman Cooper, I just might like to point out, as a 100 per-
cent record in front of this subcommittee. The last time he ap-
peared, he brought warnings of the increasing problems with AOS
operations. It was what, 2 weeks ago, that you passed your biil on
the floor. That i why I am so optimistic, Jim, and why we wanted
to get you here so much, because we knew that if you came and
testified, we could move a rural telecommunications biil. So, it is
good to have you here.

STATEMENT OF HON. JIM COOPER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF TENNESSEE

Mr. CoorER. 1 thank the Chair and I appreciate your help with
H.R. 971, which has already passed the House, as vou pointed out,
and as soon as our colleagues in the Senate see fit to pass it, it will
begin helping people all over America, both in rural and urban
areas who are subjected te price gouging by some unscrupulous al-
ternative operator service providers.

Mr. Chairman, I feel that the bottom line of today's hearing is
th's. Qur goal is try te make distance completely irrelevant. Tha. is
the promise of the information age and the technological future
but there are many obstacles in our path. ! feel that we need o do
all that we can both to remove those obstacles and where appropri-
ate impose reasonable subsidies t0 make sure that such technol-
ogies as satellite technology, optic fiber, and digital switching are
in place as quickly as possible, not just in our urban areas but all
over America.

As several of my colleagues have pointed out, the only reason
today and let me repeat the only reason today rurzl America has
so-called universal telephone service or universal electricity is due
to affirmative Federal Government policies that mand:zed that
this would be tne case. The private market left 0 its own devices
would still not serve much of America and even with s mandate
from the Federal Government we still have some shorluges where-
as the national universal coverage rate for telephones is somethiag
like 93 or 95 percent, in my district it’s s-ill only like 3, 87 pe.
cent, double the national average and that is when we have had an
affirmative Federal policy in place, so we are going to hav.: to real-
ize that this is a tough issue to tackle but it ic nonetheless a very
worthwhile one.

Let me point out a couple of general guidelines or perceptions
that I have about the overall topic.

First of all, we need to realize that when we are tarking about
telecommunication services, it is hard to realize that TV proadeast-
ers, radio disc jockeys, telephone operators, the handshake signal
from a mainframe computer are all in the same business. ng is
your burglar alarm, as is your—all manner of devices, perhaps
even your toaster one day is going to be hooked up to the telecom-
munications system when you have an intelligent home
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We are used today of thinking of these as separate industries
when really they are just fragments of one larger machine that has
yet o be sold or marketed.

Another perception is this. We need to define in our own minds
what is good enough for rural America, because too often we have
taken sacond place really just due to our own assumptions. Let me
give you some illustratiors.

For most of us most of the time we have settled for leftovers
from the table of urban America and that's been good enough for
us—for example, receiving weak broadcast television signals. For
most of my life | grew up thinking that snow was commeonplace on
televisioa even in the summertime because I lived 50 miles from
tne nearest broadcast antenna.

In some cases we have been able to do a little bit better. The
advent of rural cable at least in the early days hel us. Since de-
regulation of cable, however, no new systems have been installed in
my district and all we have seen are the prices go u? and gervice
go down, but in some cases we benefited from warm leftovers—for
example, cellular telephones. Now at long last the Federal Commu-
nications Commission has seen fit to hold the lottery so that it will
be permissible for people to bid on cellular franchises in our area.
In this case the private market might have been ahead of govern-
ment action if we had allowed the private market to act but so
often in industrial recruitment their cellular telephone stops w ork-
ing before they got to my district. That discourages them from ven-
turing ouuside the ran§e of their normal communications device.

In some areas of telecommunications we have done better than
leftovers or even warm leftovers. In some areas we have had virtu-
ally equal and simultaneous service, for example, fax machines or
1-800 numbers have allowed rural marketers : ..d rura! informa-
tion service previders to compete more or less equally hecause we
had universal telephone service already in place and these were
just improvements on the existing telephone service.

There have been some cases for the more ambitious rural citi-
zens where we have done even better than our urban counterpzarts
and we shouldn’t forget these as examples because sometimes we
haven't just settled for leftovers, we have eaten first, and some-
times we have eaten a little bit better than our urban counter-
parts.

A good example of eating first would be the satellite dish phe-
nomenon. So many urban zoning restrictions and building restric-
tions made it impossible to Eut a dish on your roof, whereas our
farmers and even some of the manufacturer home owners in my
district h~ve had dishes in their yards and have benefited tremen-
dously from the improved access to programming they have been
able to receive.

A good example of eating better would be the example of the
croes subsidy that rural telephone operators have benefited from so
many years because we have had a cost advantage in enjoying our
rural telephone service.

Too many of our discussions avoid making these policy assump-
tions explicit. I would urge us in our consideration to make it clear
whether we are going to settle for leftovers or whether we want
equal treatment or whether in a few cases better treatment might

2
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be technologically appropriate, as with the satellite dish case, be-
cause it is easier and cheaper to deliver that signal te us than it is
through another means.

There are several other areas we need to discuss. We are still
working on improving the FCC's attitude towards rural issues. Too
long they have given us lip service but littie else and it is devastat-
ing for us if that Commission has a rural bias.

Mr. Chairman, to return to the bottom line, our goal is to make
distance irrelevant. Our goal is to make there no handicap, no dis-
advantage at living in a rural area. That is the promise of this
technology. We need to make sure that that prowmise comes alive.

For exawiple, today satellite dish owrers could be th> first Amer-
icans positioned to receive high definition television signals and yet
there are a thousand obstacles in their path. Technology is not an
obstacle. The satellite is not an obstacle. The programming doesn’t
seem to be an obstacle but our own bureaucratic inertia and the
vested interests of other broadcast means seem to be huge obsta-
cles.

Finally, Mr. Chairman, I would iike to propnrse thut we organize
either scparately or in conjunction with the House rural groups a
Separate rural telecommunications task force really modelied very
much along the lines of the rural health care caucus that has al
ready been so effective in protecting rural hospitals, so that we can
explore a lot of these issues and achieve some real response.

I applaud you for holding this hearing and I look forward to con-
tinuing a thousand percent batting average.

Thank you.

[The prepared statement of Mr. Cooper follows:)
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STATEMENT OF CONGRESSMAN JIM COOPER
HEARINGS BEFORE THE
GOVERNMEUT OPERATIONS COMMITTEE
SUBCOMMITTEE ON INFCURMATION, JUSTICE AND AGRICULTURE
OCTOBER 12, 1989

Mr. Chairmar, I am very grateful to you for giving me this
opportunity to testify on rural economic davelopment and
telecommunications. This is a topic that you and I have
discussed before, and I share your Kkeen interest in the great
potantial for aconomic growth %hat advancemants in
telecommunications offar to rural Amarica.

I know what the bottom line of this topic is: that the new
age of telecommunications should make distance irrelevant. No
longer will it matter how cleose your homa is to you: office. No
longer will it be important to live in the city. No longer will
rural folks miss out on business opportunities, good telavision
and moviaes. And no longer will wa have distance as an obstacle
to our aconomic expansion in rural America. No longer, that is,
it we can fostar responsible federal policiaes to promote fiber
optic cable, digital switch deploymant and sateliite transmission
in rural America.

Our challenge is discovering the bast faedaral policies to
push, and to plan how to achieve them. Bafore we gat to that
discussaion, I'd like to describe very briefly how I see thae
current status of Tural telecommunications and how wa got where
we are today. For most ©f the history of telecommunications in
this country, rural folks have heen playing "catch-up ball.® It
has taken a firm federal policy to ensura that evervyone in this
country could use the talaphone or watch television. Rural
America aimply didn't have the population density to support the
cost of telephone service, so REA funding and a policy ot
univarsal -~ervice finally linked us to tha network. Tha job
still isr '‘ona, While the national telephone penestration is in
the range ‘3%, in my congrassional district it is mora like
85%. And .-al America still doasn't have cellular telephone
service, at leaat my district doesn't.

On the telavisicn side, we've never fully “caught up."
Broadcasting has never served our interesta complately, due to
distarce limitations and mountains. I'm probably the onlY member
of the House Telecommunications subcommittee without a single
television broadcaster as a constituent. My district is served
by stations in Nashville, Knoxville, chattanooga, Bristol and
Huntsville, Alabama. Most of ny district can get thrae
telavision broadcast signals == though they are often snowy. A
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few small towns in my district are served by cgable talevision,
but their systems were built Years ago when cable cared about
small towns., With deregulation of cablae television, I've seen no
new system built. I've only heard of higher rates and poorer

sev 'ice. Therea has been little, if any, effors tc expand the
re..>h of rural systens. Many rural Americans tina.lv took
matters into their own hands and purchased satellite dishes so
that they could get good television access. But lack of proper
federal policy has enabled monopoly cable television programmers
to hamper their access to nany programs.

I look at this situation, and on one level I'm proud of the
progress we have made. On the other, I see how far behind we
3till are, and I get frustrated that we can’'t move ahead faster,.
I'm encouraged when colleagues like you, Mr Chairman, and my
colleagues at the witness table see the impsrtance of
telecommunications for the future economic health of rural
America, But ¢hanges are happening every day that could )eave us
in the dust if we don't aggressively pursue sound federal
telecommunications policy.

How should we approach the rroblem of ccping with the rapid
changes in telecommunications that are already osccurring and at
the same time create new potential for future growth?

The first step is to realize that when we try to cope with
and shape the availability of these services, we are not dealing
with a variety of diffarent industries, but the saze industry.

It is hard to believe that tv broadcasters, radio disc Jockeys,
telephone operators, and the handshake signal of a main frame
Computer are all in the same line of work, but they are. Your
tv, Your radio, your telephone, your burglar alarm, and your
computer are all fragments of a future telecommunications device,
The providers of these machinas are alsao competitors, or should
be, Just as your bank, savings and loan, credit union, insuror,
realtor, departmant store, pawn shop, finance company auto
dealer, and brokarage house ara all competitors in the provision
ef financial services. Wa'ra going te have to make it in the
economic interest of the competitors to serve our areas, and that
has been the challenge of policy makers for decadas. We must do
a better and hetter job in our pelicy-making to deal with these
conmpetitors and telecommunications issues in general in a
comprehensive way. One major exapple {s the need to address
cabla-talco crossownership issues within thae debate of whether to
l1ift the restrictions of the Judge Greene's Modified Finai
Judgment from the local Bell Oparating Copmpanies. The
integration of these policias is critical to the ovarall goal of
getting "fiber to the home®™ in rural Anmerica.

Onca we realize the impact and interconnactedness of the
telecommunications world, a good second step is to define what we
m«aan by successful adjustment to tha taelaecommunications
ravolution. For some people, thia means getting leftovers from
the tabla of urban consumers, much as we used to receive weak tv
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figna’ls in rural areas from nearby citias before wa had cabls.
For others, wrim laftovers is the goal, 3just as they are content
to receive rural cellular service a faw Years after their urban
friends. For the more ambitious, a seat at the table is demanded
0 that rural areas can raceive egual and simultanecus saervica.
Here, fax machines and 1-300 pumbers come to mind. For the more
ambitious gtill, a preference for rural residents is demanded.
Not only do thesa peocPle want a geat at tha table, thay want to
eat first or at ieast hetter. A good example of eating first is
the s2tellite dish phenomenon. Eating better is like the cress-
subsidy that rural telephone customars enjoyed before access
charges want into effect.

Too many discussions of rural telecommunications policy
avoid making these goals explicit. The usual tacit assumption is
that rural customers get leftovers becausa the areas with higher
population densities are served first. This is basically the old
economies of scale argument, and it may not be apt when zatellite
or microwave technologies ar« involved. Unlike when copper wire
had to be strung to every home, thaere i® no per unit cost te the
reception of & transpender signal. Obviously, my preferenca in
any a broad, comprehensive telecommunications policy to ensure
that rural America is at least sitting at the table. It will
certainly be in our interest to create political obstacles for
those who would have us eat crumbs.

Step three is to realize that telecommunications is orabably
neutra), at least in the long run, to different parts of a rich
industrialized nation 1ike ours. Like the interstate highway
systen, it's no pig deal to be on an interstate oncu “veryona is
close to one. And there appears to be no preferred i.-ation on a
telecommunications network, since elaectrons do not run n
gascline. 0f course, thera can be great inequities dur.ing the
tize that the telecommunications sYsteR is bai installed. You
don't want to be the last to ba located on an ectronic highway.
But declining costs of fiber optic manufacturs and installation
would seem to accalerate the avajlability of advanced
conmunications to the latecomars. Highway costs increased, not
decreased, over time. Many have heralded tglecommunications
advanced by saying that many pecple and jobs will move to the
country once they don't have to stay in the city.

But telecomaunications is & two-way street, and jobs can
also migrate to cities. My guess is that telecommunications will
reinforce the move to the suburbs hecanse so BARY people like &
compromise between urban and rursl 1ife. The resl winner would
Seex to be the beautiful, low-cost, crime-frae, tamparate,
aczessible, and cultural areas of the world, {f any such places
axist.

Not only it telecommunications likely to be neutral in
regard to location, it is distressingly neutral in regard to
content. Juat because you can call China long-digtance doesn't
2eéan that yru have anything worthwhile to say. The old phrase
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that a lie car 7et half-way around the world before truth can get
its boots on may be truer than ever. And the abuse of
telocomrunications can take commercial form. Junk mail has grown
up into junk phene calls and junk faxes.

Step four is to realize our options and limitation for
restructuring the taelecommunications business. Tha breakup of
ATAT was in response to ona of tha most popular, and one of the
least understood, laws aever passad by Congress, the anti-trust
laws. Tha breakup itself has baen extramely controvarsial ana
unpopular. Now the fragments of AT&T, the Ball Operating
Companies, want to broacden their powers beyond what the judge in
the breakup case has allowed them. The Baells have asked
permission teo de everything except buy up their small, rural
independaent neighbors. Arguments about conpatition, monopoly,
enhanced services, jurisdiction, and deep pockets have been made,
not so much because anyona really knows whether they are right,
but kecause it it convenient to make tha argument.

Anothar important limitation has been focusing the Federal
Communications Commissicn's attention on the concarns of rural
folks, whether it be in their efforts to gset up a new system of
regulation on monopoly telephona cempanies or in their pelicias
relating to gatellite dish owners. Unfortunataly, too much of
the time the FCC takes rural issues lightly, so I have worked
with my colleaagues on the Telecommunications Subcommittee to get
the Commission to give more weight to rural concerns. The FCC is
the worsat possible place to have an urban bias.

¥r. Chairman, to gat to ay bottom line again. our challenge
is to aidvance lagislation to promote rural econonmic development
through telecommunications. Let's ba ready to justify the
subsidies required and not bae bashful about their importancae.
Let's shore up and update our himtoric policiaes that
telacommunications eervices should be universally available at
affordable prices. Let's atand united againat any efforts to
neutralize eor minimize advantages, such as satellite dish
penetration, that may have evolved. (Satellite &@ish ownars
could be the first Americans positioned to recaive high
definition telavision. and fedaral policies shouldn't hold them
back.)

Finally, 1'd like to propose that we organize our forces
into a Rural Telecommunications Taskforce to speak with one
forceful voice cn these issues and to undargird legislative
proposals for a new rural telecommunications policy.

I applaud you for focusing our attantion more closaly on the
izsues of rural development, and I'd ba delighted to mnswer any
questions you might have.

BEST COPY AVAILABLE

V)

FProan

ERIC 2.



206

Mr. Wise. Thank you and I think that’s an excellent idea. Sign
me up for the task force.

I would just like to note I agree with everything you say. You
put things in perspective, particularly about leftovers and then
eating firet. I'd just observe that some of my neighbors have satel-
lite dishes. They may have been eating first, but someone came in
and jerked the plate away real quickly on them.

Mr. Cooper. Good point.

Mr. Wise. We are joined also by Chairman English, former chair-
man of this subcommittee and now chairman of the subcommittee
that is going to have ultimate legislative jurisdiction over rural de-
\trgcllopment, particularly of this aspect that we are considering

ay.

Glenn, good to have you here.

If we could, before we vote, the last witness is someone that I
think can be very, very helpful not only as the newest member of
this subcommittee but also as someone who has worked with REA
in the State of Wyoming in his previous life, Representative Craig
Thomas.

Craig.

Let me just say we will be breaking up to vote. If you choose to
come back, I would L glad to get into some discussion. If not, we
understand, and we will move to the next panels.

Thank you very much for coming, Craig.

Mr. Tuomas. Would you like to ge ahead now, Mr. Chairman?

Mr. Wise. Well, were you coming back, Craig?

Mr. THoMAS. Yes, sir, [ will come back.

Mr. Wisk. If you were going to come back anyhow, what ve could
do is just convene you and anycene else who comes back.

Mr. THoMAS. 1 would feel more important that way.

Mr. WisE. OK.

[Recess taken.]

Mr. Wise. The subcommittee hearing will come back into session.

Due to his expertise and being a member of the subcommittee,
we have convened a special panel for the Representative from Wyo-
ming, whom we are privileged to have join us, Craig Thomas.

Craig, welcome.

STATEMENT OF HON. CRAIG THOMAS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF WYOMING

Mr. Tuomas. Thank you very much, Mr. Chairman.

There is disadvantage to this. We have built up this great antici-
pation.

In any event, I do thank you very much for the opportunity to
discuss this issue, and I look forward to dealing with it as a
member of the Committee.

Wyoming, of course, is a very rural drea” In fact, almost all of
Wyoming would be considered rural by most criteria. We also have
very long distances, which adds to the problem, and low density. As
you mentioned, I was manager of the Rural Electric Association
and, also, manager of the Wyoming Rural Telecommunications
Program, which we began a couple of years ago. I think our density
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%n Wyoming for electric was about 5 per mile. so it is reaily very
ow.

Economic development, of course, in its broad sense, io very im-
portant to us. Qur economy was largely related to the oil business,
and since the first of the 1980°s, we have been involved in general
rural economic development, some of which has been successful.
Other efforts have been less successful. So, communications, obvi-
ously, is a very impurtant part of that, and even though I am inter-
ested in the broad aspect, Mr. Chairmar., it is my understanding
that your particular interest will be in the telecommunications, so
I will comment only on that.

The first proposition—and these are genersl, certainly—first
proposition is that it seems to me we should set a goal and that the
real issue before the government, in most cases, is to set an envi-
ronment in which the private sector can function. Afier all, our ex-
perience has been and our success in this country has been, gener-
ally, through the efforts of the private sector, and in that, I in-
cluge, the rural electrics and the rural telephone cooperatives, as
well.

There is a need. Telecommunications, I think, in structure, is
much like a utility, and indeed, may be a utility. It is often a func-
tion of revenue, and the efforts are placed, generally, where the
revenues, the likely revenues, the potential revenues will be. Even
though I general]%;‘avor deregulation, in a rural area like ours, we
normally suffer. Deregulation causes resources to move the high
revenues.

The information business, of course, is one that we are seeking,
as i8 true in most rural areas, to diversify our economy, and we
need the communications to do that, as well as the services, the
medical, the educational, and the commercial areas.

Generally, it seems to me, that in a rural area, we are going te
have a better opportunity and more like(liy to have investment in
these kinds of facilities if it is going to be done through the existing
telephone companies, and I am happy to say that in Wyoming,
there has been substantial investment. There has been subgtantial
investment in upgrading the communications system. I am pleased
that the telephone companies, generally, U.S. West, has chosen to
put the investment in ir anticipation of some increase in the econe-
my, as opposed to taking the other view, which would say when-
ever the economy increases, we will put in the money. So, they
have put in substantial dollars and anticipate putting in additional
substantial dollars.

There are needs in which they are dealing for educational im-
provements, fiber optics, medical, hearing-impaired, general infor-
mation, and it seems to me, specifically, that there may have to be
some changes made in the MFJ that limit the telephone compa-
nies, and I would suggest that one of the areas that we need to look
at is making some changes in that MFJ. I am not suggesting that
all of them need to be made, such as the manufacturing, but there
are some that I think need to be made, and there will be greater
opportunity to have those kinds of investments, I think, if those
companies, where they have capital, can get hold of capital, are
able to do that.
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The independent companies we have—these rural electric fi-
nanced independent companies, as well, and they have done an ex-
cellent job, in Wyoming.

In the satellite area—I have been involved in the satellite area.
It seems to be one that, at least in the immediate future, holds best
promise.

Cable TV, I am sure, has certain limitations, they way it is now
structured. You simply cannot build facilities into an area where
you do not have enough density to return the revenues, and I must
tell you that I do not think that there is anything much that the
government can do about that if you are going to do it in the pri-
vate sector and yo1 need a return on your dough.

So, we have, I t'unk, seen the sabe{lite industry strengthen over
the last couple of y2ais. When [ first got involved, at least in our
area, there was some lack of service. There was some lack of de-
pendability on the part of service people. I think that has substan-
tially changed. There needs, of course, to be common equipment so
that the purchaser is able to use his equipment for some time, and
dependable service.

The fact is, in my experience, that most rural people, at this
time, are interested in entertainment. That is the kind of TV they
want. There are many other things you can do with it—security,
bookkeeping, bankinF, whatever—that is very likely, but in my ex-
perience, most people are not willing to pay for that, and what
th’%\}f, really want is entertainment.

e problem we have had is being able to have third-party pro-
grammers get into the field and be able to offar entertainment at a
price that is consistent and somewhere at least competitive with
cable TV. We paid considerably mcre for the same programs to put
into—there are cable systems in Wyoming that have 100 subscrib-
ers. We had several thousand, but we paid quite more for the same
programming than the cables did, and much of it, of course, is be-
cause the cable systems, are in the programming business, and that
is an area that you have looked at, I know, Mr. Chairman, and we
need to continue to do that.

I think the rural electrics have done an excellent job in terms of
trying to bring the satellite television to rural areas. The rural
electric cooperatives were the ones that actually did the work.

We did a substantial amount with education, as well, providing
some satellite equipment for rural schools. That is relatively easy.
Having a curriculum that is available to use is som:thing else.
That needs to be available, of course, to fit into the rural schools.

University of Wyoming—we only have one 4-year university in
our State, in a State with 100,000 square miles, so you can imagine
that doing extension work from the university is very important to
us. Flying professors about is expensive, and so, there are some
reai opportunities right in our State to provide for the university to
be able to expand there.

It seems to me, as we move about it, we do not need any more
additional departments. We do not need additional bureaucracy.
What we do need is coordination among the agencies that are in
the field.

Chairman English was telling me about the amount of money
that has been available, resources available in rural development,

21



209

which is extensive, if we can bring that to bear and to focus a little
more directly on what we think the dproblems are.

We tend, I believe, in economic development, to talk largely in
clichés. We talk about economic development, but we really need to
sinsgole down to some specific things that we can zero in on.

» I hope that, perhaps, some recrganization of the agencies in-
volved mifht be helpful. I think the rural electrics can be a very
useful tool. They are in the country, for the most part. They have
involvement of local people. However, if we are going to use utili-
tiesto be a prime mever in the area of rural development, we have
to also consider, those ureas that are not served by rural electrics
and that are, in fact, served by investor-owned vtilities.

I guese I would have to say that I am not quite as pessimistic as
some of the others on the panel. I think we have made some sub-
stantial progress in Wyoming in the rural areas. We need to do
more, but we do have a sound telephone system. We do have satel-
lite services there for people who want to buy into that, and we
have a gecod base, I think, upon which to grow.

So, 1 am pleased, Mr. Chairman, that you are undertaking this
effort of rural telecommunications, and I would like to assist in any
way that I caa.

Mr. Wise. 1 appreciate very much your involvement. As I say,
having {our background on the subcommittee, I think, can be very,
very helpful.

Let me turn and see whether Glenn has any questions or
thoughts.

Mr. EncrisH. No, I do not.

Mr. Wise. On that point then we very much appreciate your tes-
timony, Craig, and would invite you, since you are a member of the
subcommittee also—actually, if you would iike to come up here and
ask yourself any questions——

[Laughter.]

Mr. WisE [continuing]. You are welcome to do that.

Mr. THomas. Thank you.

Mr. Wise. At this time I would like to call the second panel. We
are delighted to have with us today from the U.S. Department of
Agriculture the Honorable Jonathan Kislak, the Deputy Under
Secretary for Small Community and Rural Development; the Hon-
orable Jack Van Mark, Acting Administrator for the Rural Electri-
fication Administration; and the Honorable Neal Sox Johnson,
Acting Administrator of the Farmers Home Administration and it
is my understand you wili be jeined by others.

Please take your places at the table.

As the panel is seated, I want to express my appreciation for
your coming and let me just explain a little further than in August
the Senate passed Senate bill 1086, which is a broad rural develop-
ment package and in it there are certain aspects concerning rural
telecommunications.

The Agriculture Subcommittee on Conservation, Credit, and
Rural Development, chaired by my colleague on the left, Glenn
English, is formulating a bill of similar scope for the House. Glenn
has kindly consented to have this subcommittee work with him in
drafting the telecommunications portion of that legislation, so we
are trying to work together. Just as we are trying to end duplica-
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tion in some areas of rural America, so we are in rural develop-
ment in authorizing legislation.

That is why it is important to continue the examination of the
best ways to make the new telecommunications technologies avail-
able throughout the country.

To help the subcommittee sharpen their perspective, we've asked
you gentlemen to come before us to give us your views. I'd particu-
larly appreciate your reactions—and incidentally your statements,
your written statements, will be made a part of the record so they
are already in there and you may feel free to summarize, but I'd
also appreciate your reactions to Senate bill 1036, particularly
those provisions dealing with rural telecommunications. It seems to
broaden the REA.

I have some questions at the end of your testimony dealing with
the extent to which perhaps we ought to be looking at other as-
pects, other agencies of the USDA, the role that Farmers Home
might play for instance, the role that others might play in the
rural telecommunications area, so we welcome your testimony and
look forward to hearing from you.

As I say, if you have other officials that you want to be included
in this, please feel free to pull your chairs up to the table. I am a
big believer that you just bring everybody under the tent and put
them around a table and let them talk.

Also we have a practice in this subcommittee that in order to
prejudice no witnesses who may appear before the committee at
any time either now or in the future that we swear in all wit-
nesses.

Do vou have any objections to that?

[No response.)

Mr. Wisk. If you'd stand, anyone who may be participating, if
. vu would stand and raise your right hand.

{ Witnesses sworn ]

Mr. Wise. Mr Kislak, would you like to start as Deputy Under
Secretary?

STATEMENT OF JONATHAN L KISLAK, DEPUTY UNDER SECRE-
TARY, SMALL COMMUNITY AND RURAL DEVELOPMENT, AC-
COMPANIED BY JACK VAN MARK, ACTING ADMINISTRATOR,
RURAL ELECTRIFICATION ADMINISTRATION: AND NEAL SOY
JOHNSON. ACTING ADMINISTRATOR, FARMERS HOME ADMINIS-
TRATION

Mr. Kistak Yes, sir, Mr. Chairman. Thank you for this opportu-
nity to address you and the members of the subcommittee. I am
pleased to be here today to discuss the Department of Agriculture
telecommunication programs.

With me this morning are Jack Van Mark, the Acting /.drainis-
trator of Rural Electrification Administration and Sox Johnson,
the Acting Administrator of the Farmers Home Administ:ation.

First, I would like to dispel any notion that the Nation’s rural
teleccommunication system is either nonexistent or antiquated and
in need of major renovation. In many important respects the Na-
tion’s riural telephone system is more state-of-the-art than the na-
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tional system as & whole. This is due in large measure to the suc-
cess of the Rural Electrification Administration.

The REA has been makitgg loans te rural telephone companies
since 1950 and continues ay to make direct loans as well as
loans through the Rura! Telephone Bank for the establishment, op-
eration expansion, and maintenance of much of the Nation's rural
telephone system.

Consider the following figures. Today 96 percent of the Nation's
rural residents have reliable telephone service. Many of these rural
areas are served with modern digital technology. REA has financed
nearly 5,000 host and remote telephone switches nationwide and in
many areas the rural telephone companies are well ahead of na-
tional providers in the installation and use of modern technology.

Through December 1988, the REA had loaned over $140 million
to install 4,200 miles of fiber optic cable and related terminal
equipment. In 1989 alone loans totalling more than $21 million for
an additional 1,175 miles of fiber optic cable and related facilities
were approved.

In other activities the REA has made loans to rural telephone
companies, specifically to provide fiber optic facilities for educa-
tional television systems for rural schools. In 1989 eight loans total-
ling $2.5 million were made in Karsas, Oklahoma, Minnesota, and
Pennsylvania to install this advanced technology, two-way interac-
tive, real tinge, digital video learning systems.

also makes loans for mobile communication systems and
has provided financing for improved mobile telephone services to
qualified borrowers since the late 1960’s.

In addition, while REA can make loans for cellular telephone
systems, the current trend seems to be for REA borrowers to form
subsidiaries or joint ventures or gartnerships with non-REA financ-
ing through which the{ enter the cellular market. In these cases
the REA has granted lien accommodations to these borrowers so
that they can obtain funding from other sources.

REA also finances basic exchange telephone radio systems, which
are radio telephone gystem that hold considerable promise in pro-
viding telephone service to extremely remote areas at very reason-
able costs. These systems have been financed in Alaska and
Kansas, in Minnesota, Montana, Oregon, and Texas.

Farmers Home has a relatively limited role with telecommunica-
tion. There is one program that could be used to finance telecom-
munications facilities although to date it has note been used for
that purpose.

The Community Facilities Loan Program makes loans generally
to public bodies and not-for-profit organizations. These loans are
generally used to construct or enlarge improved community facili-
ties for health care, public safety, and public service. It could be
used to finance the installation of satellite receiving dishes for com-
munications and educational purposes.

In closing, 1 want to emghasize one fact of USDA and more spe-
cifically, Mr. Chairman, the Rural Electrical Administration role
with regard to telecommunications in rural America. The REA is a
bank. It has expertise in rural telephone and rural electric service.
It is based here in Washington and it specializes in loans to tele-
phone companies and electrical cooperatives for the provision of
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those services in rural America. It has and continues to perform
that function well and efficiently.

I appreciate the opportunity to make these remarks and would
be pleased to answer any questions of the committee.
[The prepared statement of Mr. Kislak follows:]
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Good morning Mr. Chairman and members of the Committce. Iam pleased to be
hete today to Jiscuss the Department of Agriculture’s telecommunications prograns  With
me this morning e Mr. Jack Van Mark, Acting Administrator of the Rural Elcctnification
Admministration and Mr. "Sox" Johnson, ..cting Administrator of the Farmers Home

Administration.

First, I would hke to dispel any notion that the pation's rural telecommunicat.ons
sysiem is either non existent or antiquated and in need of major renovation. o many
important respects. the nation’s rural telephone system is much more “state-of-the-urt’ than
the national system as a whole. This is du2 in large measure to the actvities of the Rur:
Electrification Administration. The R..ral Electrification Administration ®.as been making
Joans 1o rural telephune companies since 1950, and continucs today to make direct losns,
as well as loans throug* the Rural Telephone Bank, for the establishment, operauon,

expansion and maintenance of wuck of the nation's rura) telephone system

Consider the following figures. Today 96 percent of the Nation's rulai teseins
have reliable tulephone service, and many of these rural areas are serviced with modern
digusl technology. 10 date. REA has financed nearly 5,000 digital host and remote
telephane switches nation-wide, and in many areas the rural teiephone companies are wel!
ahead of national providers in the installation and use of modein technology, thiough
December 1988, REA had loaned over $140 million, to install 3,200 miles of fiber optic
cable and related terminal equipment; In FY "89 alone. REA made lians totahing sire

tian $21 million, for an additional 1,175 miles of fiber optics cable and reluted fuciines
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In other activities, REA has mude loans to rural telephone companies, specifically,
to provide fiber optic facilities for educational television [ETV) systems for rural schools.
In FY ‘89, eight loans totaling nearly $2.5 million, were made in Kansas, Oklahoma,
Minnesota and Pennsylvania to install these advanced technology two-way interactive real-
time digital video learning systems.

REA also makes loans for mobile communications systems and has provided
financing for Improved Mobile Telephone Services [IMTS] to qualified borrowess since the
late 1960's.  In ad.ition, while REA can make loans for cellular telephone systems, the
current trend seems to be for REA telephone borrowers to form subsidiaries, joint ventures
and partnerships, with non-REA financing, through which to enter the cellular market. In
these cases REA may and has granted lien accommodations to borrowers so they can

obtain funds from other financial institutions.

REA also finances Basic Exchange Telephone Radio Systems [BETRS], which are
ra io telephone systems that bold considerable promise in providing telephone service 10
extremely remote areas at a very reasonable cost. BETRS systems have been financed in

Alaska, Kansas, Minnesota, Montana, Oregon and Texas.

The Farmers Home Administration has a very limited role with regard to

telecommunication.

Within the Farmers Home Administration there is one program that could be uted
10 finance certain telecommunications facilities, although to date it has not been used solely

3

D



49

Sp

fl
62

6l

hS

ERIC

Aruitoxt provided by Eic:

216

for that purpnse.  The Farmers Ho.:c Administration Commun:ty Facilities Loan Program
makes loans to public bodies and non-profit corporations. These loars are generally used
to construct, enlarge or improve community facilities for health care, public safety and
public services. ‘This program could be used to finance the installation of sateliite receiving

dishes to be used for communications and educational purposes.

In closing. 1 want 10 emphasize une aspect of the USDA’s, and more specif. :auy the
Rural Electrification Administration's, role with regard to telecommunicotions 1 rural
America. The Rural Electrification Administsation is a bank. With no expertise 1 matters
other than those related rural telephone and electric service, REA truly is & Washington,
DC based lending institution that specializes in makiny loans to rural telephone companies
and rural electric cooperatives for the provision of those respective services 1 roeral
Americans. In that respect, REA has, and continues to perform itx mission weil wnd

efficiently.

Thank you for this opportunity to take these rerarks. We would be pieased i

Answer any guestions vou may have
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Mr. Wisk. Thank you very much. Did either of the other two gen-
tlemen wish to make any statement?

Mr. Van Mark. Could I offer——

Mr. Wwsk. Sure.

Mr. Van Mark. We talked about the 5,000 remote and host
switches. I think the Under Secretary meant to say 5,000 digital
telephone host and remote switches. I think that is important be-
cause it is the cutting edge of technology.

Mr. Wisk. I would like to go to the last part of your statement
first.

When you said, you painted out I thought quite emphatically
that the REA is a bank with its expertise basically in Washington,
did I read in that that you weren’t looking for any great expanded
role in REA, or that you were not recommending that? As you
know, the bill that’s passed the Senate would seem to expand the
role of REA in rural telecommunications.

Mr. Kistak. Mr. Chairman, I think in rural communications that
REA does have a role to play. I think to expand the REA into areas
beyond its current expertise and areas that are well served by
Farmers Home and in other areas may duplicate programs and
services that are well provided elsewhere in the government.

Mr. Wisk. That’s an important peint and one that this subcom-
mittee wants to get into.

Could you expand on that? In specifically whoat areas do you
think that Farmers Home is taking, is serving now and that REA
would not need to get into in the rural telecommunications issue,
particularly in light of the Leahy bill.

Mr. Kistax. Mr. Johnson, maybe you can talk about some of ihe
community facilities programs and rural development prorrams in
your agency.

Mr. JounsoN. We do not see ourselves as a primary provider in
the electric or telephone cystem field because as we look to our
sister agency to be the primary mover in that area. Qur agency, I
think, in some years past has maybe had some enlarged role that
was shifted to REA to avoid duplication.

We see ourselves as more active through our community facility
loans and able to assist with educational purposes. Certainly, we
can provide onsite or facility-type of equipment in conjunction with
telephone and communication systems, satellites, and so forth.

We do have a role there and are participating to some degree.
Also, with our business and industrial loan programs, there may be
some potential but I don't recall any applications from any commu-
nicatior networks for utilization of that program to help in the
cable, satellites, or any of those things. Obviously, that is a pro-
gram that is available.

I do see those as two different things as they relate to the pri-
mary supplier of telecommunications and telephone networks as
opposed to what we do as part of a facility.

Mr. Wise. Mr. Johnson, as I understand Farmers Home present-
ly, there is nothing to prevent it either through the community fa-
cilities loan or you also have a small business loan program {oo, as
I recall, don’t you?
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Mr. JouNSoN. That's what I am referring to as our business and
industrial loan program. It's comparable to SBA or small business
type loans.

Mr. Wise. I like the way you handle it a lot better than SBA
does, but that’s a subject for another hearing and another commit-
tee, I guess.

Mr. KisLak. We appreciate the vote, Congressman.

Mr. Wise. But my question is, there is nothing to prevent you
from assisting in the development of rural telecommunications, for
instance in the—if businesses wanted to go into an incubator or if
businesses wanted to develop and increase telecommunications ca-
pacity in a rural area, that is something that you could already
provide, I would think.

Mr. Jounson. Yes, within the purposes and to the type cntities
we deal with. The business and industrial loans are for the for-
profit types. Those are guaranteed loans only, so, cbviously, if there
was some for-profit organization that wanted to get inio cable or
set up a satellite distribution center or something like that, they
could possibly fit in with our business and industrial loans.

As for public entities and net-for-profit organizations, we try to
limit our assistance to the {acility in which we make loans for edu-
cational buildings, and other essential community facility type
buildings that may happen to be for educational purposes. The or-
ganizations may want to incorporate later technology that would
tie on to a bigger service, so we could make loans for those pur-
poses.

Mr. Kistak. Let me add, Mr. Chairman, that Farmers Home also
18 very active in making loans to public bodies and not-for-profit or-
ganizations for water and sewage treatment, water distribution and
for sewage treatment and that is an active part of the Farmers
Home community facilities program.

Mr. Wise. I found—my observation of Farmers Home coming
from a rursl area is that ever since revenue sharing went down the
tubes, yours is about the only show in town and so I try to make
great use of Farmers Home.

As part of a facility, a community facility, would telecomiaunica-
tions terminal equipment count? Could I apply for a loan in that
regard?

Mr. JounsoN. For educational purposes, ves, as long as it is a
part of that facility.

Mr, Wise. There is a provision in H.R. 5, the Education Improve-
ment Act, which the President signed last year, for certain pro-
grams that could foster greater telecommunications links, satellite
li}?k-?ups, and so on. Now, can Farmers Home also be involved in
that?

Mr. JounsoNn. I do not know

Mr. Wise. That program is administered, of course, by the ile-
partment of Education.

Mr. JounsoN. We would have to look. We would be happy to look
and provide that for the record.

Mr. Wise. Under the community faciiities part of what vou do.

Mr. JouNnsoN. [ am just nct sure. We will be happy to look into
that issue and respond.
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Mr. Wise. Eve ing that we have been talking about in our
conversation has n dealing with loans, as I understand it. Is
that correct? Not ﬁ:'aants.

Mr. JouNsoN. t is correct. We have ne grant program in the

community facility programs. We do have in the sewer and water
programs, but not in the essential community facility program.

Mr. Wise. Are those loans in the community facilities program,
are they lower rate than the market rate?

Mr. JounsoNn. Yes, we have three rates based on income of the
community. So there is some interest subsidy involved in those pro-

Mr. Wisk. I have some other questions, but I am going to wait
until another ryund, and turn to my colleague, Mr. Thomas.

Mr. THoMAS. Thank you, Mr. Chairman.

Where would one go to find a coordinating pvint for USDA on
rural area development?

Mr. KistAag. The Undersecretary. The Undersecretary’s office is
responsible for rural development, reporting to my boss.

Mr. Tromas. Does he have jurisdiction over all of the agencies
that are involved?

Mr. KisLak. No, sir.

Mr. THomAs. What do you think of what I heard in the GAO
report, that there are many, many agencies involved, some of
which, perhaps, could use a little coordination? How would you
react to that?

Mr. Kistak. Mr. Thomas, I think that certainly there is more co-
ordination in order. I am not sure what the best way to achieve it
is. There are not only agencies within USDA and, essentially, every
agency inside USDA has some rural development aspect to it, but
there ar® a number of programs outside of USDA—the EDA, the
Small Business Administration, Department of Transportation,
HUD. Just go down the list. Almost every department and agency
in the government has some rural development aspect to it.

Mr. THomas. Would you agree, if we could focus all those re-
sources a little more precisely on the problem, that it would be
more effective?

Mr. KisLAK. Yes, sir.

Mr. THomas. Do you have a plan to do that?

Mr. KisLag. The Secretary is studying it right now, and I am not
at liberty to disclose until the President does. The President or-
dered, in March, an Economic Policy Committee study, through all
of the departments of the government, how best to deal with rural
development. Thig is an important topic for the President. That
report is in its final stages of being completed, and I hope that
some of the recommendations that come out of that would deal
with better coordination of the government efforts.

Mr. THoMAS. Good. Thank you.

Mr. Wisk. Jack, the rural electrics, of course, it is very important
for a utility to have commercial business. What do you think the
role of a loc.l rural electric is to encourage commercial businesses
and development in their area? Do you see them having a role?

Mr. VAN MaArk. Of course. However, Congressman, it will vary
from community to community. Currently the rural electrics’ have
the ability to invest funds equal to 15 percent of their plant value
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in rural development projects without coming to the Administrator
for approval. They can go above that on a case-by-case basis with
the Administrator’s approval.

We did a little calculation to see what that would come to in
rural America, and it comes to something like $7 billion that would
be available for investment in rural development projects.

Mr. TeOMAS. It is fairly difficult for a local board to commit
some of their members’ money to a risky project, isn't it?

Mr. VAN MaArk. One would anticipate that it would require the
board action—and the board represents the local coop, so they have
to make many difficult decisions.

Mr. Trnomas. I understand. Thank you.

Mr. KisLax. Congressman, if I could add to that and emphasis
what Congressman Skelton said in his statement, the first key to
rural economic development is local leadership. Certainly, the
board of the coop is one of the places that that is most likely to
reside. Whether they, as individuals or as a member of the board of
the coop, take the leadership, somebody has to take that first step.
Whether it then takes the coop’s money to invest or those leaders,
either as the board of the coop or as leaders in their community,
find other sources of funding, whether it be from Farmers Home or
any one of the other programs, I think that, certainly, the first role
that the coop can play, without committing its members’ cash, is to
be the catalyst and the leader in that community.

Mr. THoMAS. Thank you.

Thank you, Mr. Chairman.

Mr. Wisz. Thank you.

Chairman English.

Mr. Excrisi. Mr. Chairman, I have got quite a few questions, so
let me know whenever I have exceeded my time.

With regard to that, Mr. Van Mark, the other question that
comes to mind is that the REA has a powerful influence, obviously,
with regard to all the REC’s, with regard to rural telephone coop-
eratives. What you say is correct. As a result of the 1987 agricul-
ture credit legislation, the REC’s can invest 15 percent of their
plant value, and you are correct, that would make available some
estimated $7 billion for rural development.

The question that comes down is—it has been 2 years now, I sup-
pose, since that legislation passed. What action has the REA taken
to encourage REC’s to take advantage of that opportunity, and
what in the way of guidelines, directives, advisories, how many of
those have been issued to the REC’s?

Mr. Van Marg. Well, we have not issued guidelines or advisories
or attempted to advise them on how to invest their funds because
each local area is unique in itself. What I have done, Congressman,
is in almost every presentation that I have made around thw coun-
try, I have reiterated that they have that investment option. We
have sent copies of the regulation implementing the new provision
to borrowers. There is no lack of awareness on their part that the
ilixn\;lestment opportunity is available, and I think that is about the

imit

[Tlie information follows:]
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SUBJECT: Autnority for REA Electric Barrowers to lnvest
Funds, Make Loans, or Loan Guarantees

TO: REA Electric Borrowers

At the House of Representatives Subcomwittee on Rural Development, Agrici:iture,
and Related Agencies hearing this week, REA was asked to clarify the present
authority of borrowers to invest general funds in rural developeent : ajects
in the apsence of final rulemaiing on this subject.

As a result of the Omnious Budget Reconciliation Act of 1987, REA informeg

borrowers at aeetings held in Washingten, D.C. in May 1988 that REA consigersd
20rrowers were authorized to use thefr general funds up to 15 percent of Total
Jtility Plant for investments, loans, or loan guarantees, ‘ncluding investments
in rural developaent projects. Tnis message was published in the May 13, 1983,
issue of Rural Electric Newsletter and #as repeated by various REA renre-~

sentatives a3t each of the seven Regional Meetings held during the fall of 1988.

REA published its draft {mplementing rule for the program antitled

7 CFR Part 1715, “Criteria for Securing REA Approvals Reguirad Under tne
Mortgage by Electric Borrowers Relating to Financial ana Management Matters,”

on Novemoer 23, 1983, and each borrower was provided a copy witn our marling
dated December 7, 1988. REA is now complating its final rule and we b2lieve
that 1t #ill oe available in 30 to 45 dJays. The final rule will exemdt certain
investments from inclusion in the 15 percent of Total Utility Plant computation.

Meanwhile, we are furmishing this clarification letter as requested at the
hearing.

QM/LM

JACK VAN MARK
Acting Administrator
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proparty: (iv) damay. swards
s 1715.28 follows tatitude affocded them by sectica 312 0! and sale rasulting froey
(’g:"ns:o- NIE) 1o read s :hﬂnﬁmﬂﬁ'hw‘:‘u h":;:w .-::mmmu. procredings
1P16—-CNTENA PO nves! community Invalving morgaged Y. {v) sele
SECURING REA APPRGVALS infrastructure projects [such se woter  peacesds from peoperty sales
AEQUNRED UNDER THE MORTOAGE o wagie oy gardag sequiring apeciSic REA approval: end (vi)
BY KLECTRIC BORMOWENG services, elc.) and ia job creatioa Linda o depasit in the cash
RELATING TO FINANCIAL ANO scitvities {such a9 providing techaical ctiom twiee 1
MASTERS DRoancia), mansgerial apeistance) and “REA Morigage™ means any and all
gthn; activities 1o promota buai ' ot & liea 06 o
Sutpart A—iReservee) e R i ﬁo::ml ) security intecast in the borrowar's asseis
Bubpart B-irrvestments, Loeca, 1 fou
Guurantess by Blsciric Bomowens Nooethelesn. REA balieves that :na., the RE :3? loans ov guaranices
borrowers should continue (o give -
[ Y idera 1 “Sale PFroceeds™ means 2l
3150 Pupose Fﬁmry consiceration to s '?' and consideration mecrived from the sale of
M85 Policy. Iquidity in the management of their anects after deducting rearonable
171522 Definitions funds. it aneaction if any.. cm; aftar
s Geoem $1T1512 Defioiens, drducl?. in the ease of assets token by
171525 Records. As used i this sudpart: power in. e v
17 Rffect of this subpart on REA loan “Borrowar” maans 8 corporationoe  @ny. of the damage awatd paid to the
contract end morgege other Jega) mtity o¢ 1ot berrower as compensation for lost
171527 Raatrictiona impoeed by ather 1o become engeged. tn the genaration, halmlnmuu
1M1 bavestmants. loans, snd :;z:,,&' Jmmwm of Ter( mef;:h:;tw'md he
aty. w] outstandt a 8 Ow! ar
::::"‘ o4 18 parcant of Total Utility auj'.ug. reauiting g-m;‘ ;}g :!\cg euncrvmd by & barrower.
shcit a0b oc guarantiees are ot to delault. “Supplemestal Leoder™ meana a
5.,:'“5, D ,.:_‘;':gg”w &f %:&mwncﬂm Pund-Trustee fsnder that hes provided o supplemental
woncibation Acy of 1082, b L 100-208 Accoun®” means tha account described source of Snancing that i secured by
Delegation of Authority by the Sec'y of in the REA Uniform System of Accounts  the REA morigage.
rORAD fon of 42 00 10 which funda sie deposited foe “Total Uttty Bant™ mesna the sum of
Avtherity by the Under Sec’y for Saall the conatruction of purchase the borrowar’s “slactric plant accounts”
G ty and Rurel Developuscnl. 7 CFR ol ol facilities. and “construction work 1 progresa—
" ol 1o s o s et e SR sk e re
U anpwer peyment ] orm Syaten
Sbpact A—{Reonrvec) dw&fnd&'«&cmﬁmmd Am’:.‘kfmmn.
Subpert R—investments, Loane, and another's duty, Hability. oc tion, “Uniform Systemm of Accounts for REA
Quarsnioee by Eleciric Borrowers “‘Mwé‘:’.&m licaitation, the * maane the aystem of
ob’'yations of subsidiaries. Socw #ccousts prescribed in 7 CFR Part 1710,
$ 171830 Aaposn, en-j;ho of such puarantees would
This sebpart o the genaral Include puataniees of psymant or JATIAR) Qemeni
lations of the Rura) Rlactrilication enllection on o note or ciber debt A borawes may. withou! prior written
:z'n.w.huon {REA) for implementing  inetrument [esauring returns on approval of the Administretor. inveat ite
and interpreting the provisions of the i ). leeuing perh own funds o make loans oc guarani ea
Rural Blectrification Act of 1334 as bonde or completion bonds: oe eotigning muomdumtJ:umal
300812 (7 USC.  leases o other obitgations of third wtility plact withow! regard tc any
B0 of paq.) (RB Act). permitting, tn partisn provision cootalaed la any REA

certaln clecumgtances. that horrowers af

“Inveat” means 10 commil money in

mortgage L the effect that the berower

insured or ranteed elecine loana order (o earm a Snancial return on must obtain prieor approval from REA.
mm&"(a..,.mm. asecta, including. without limita tion, a2l .
TeotNCtion of prot approval of the financial properly recorded 1 17IAM  Enshaiorn.
Adminleator of RRA, invest theirown 00 the bacrower’s books and reconds In (#) In calculeting the ameunt of
funds and make loans or guarantecs. Iventmant 00 those § loans and g
o1 used (a the Uniform Syetem of pavtnitted wndee # 175020, thare s
S0 Padey, A foc RRA Bk ore. tuded fwm the computation any
RBA electric bostowers are “Make losas™ msans 10 lend out . L. losm or g of the
oncoursged 10 uiiliss heir own funduto  moaey fer ry oas on condition of  type whkh by e terma of the
M:r“lﬂ"\‘wd'"'”m‘ repe t with interest. borrower's REA macigage the boerewer
of rurel areat, provided that such Froperty” neans o, DAy make in walimited thout
ncﬂvltydmwhl:r.:oywl" mm.w fa REA approval.
t funds at o lmpalr s i morigeage. {b) Kxcept ia leatances where the
m.mm 10 repay its “Own Pusds” means moncy bel

indebtednsss to RRA and other lenders

to the borrower other than: 1) Proceeds

canaant of third partiag is n«1ulrod and
be obtained. REA will req
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that aay obcmcﬂ&ln Mx:';r
guaranteed aler 31,1008,
sall be ..Cﬂl‘db, bys

guaraatess by the Bocrower
subatantielly ae follows:

{1} The bocrower sey. (o the extent
permitted by ¥ CFR1713.2) {avest its
own funds or make loans o tees
oot m excees of 13 peccent of Ita tolad
uttlity plaat, as thoss Werme are weed in 7
CFR Port 1118, Sudpant B
w&x) The bommotest may eko maka

imiled investments, without petas
spproval of the Adminietretor, tn:

{1} Securitiea or depoails issued.

I d ar fully des to
paymsat by tha tinited States
G o any agency theteol:

(1) Capitsl term cartificates. bank
stock, of other similar pgcwities of the
supplementa’ lender which have been
puchesad as a cooditicn of membership
in the suppleental lander. or ae s
wonditioa of receiving financial
srzistance frow such lander:

{ii] Patronage cepitel allocated from a

wer supply cooperative of which the
gmwcr 0 & member.

1171628 Aecorda.
(a} Evary bosrowsr shall paiotain
sccurete records concerning all d
tm ma|

A , Joans and

by 1t. Such records shall de kept 1 a
manaer that will enable REA to reedily
detarming:

{1) The natuww sad sowite of all
Income. sxpenses and loaee penarsisd
from the barmower's loana, guarentees
and investounts:

{2) Tha location, identity and licn
priority of any loas pallatarsl resulting
:v::r activities permitted by this subpart;

{8) The effecta. If any, which such
activities may have oa the feanibility of
loane maede, guaranteed or en
accommodated by REA.

b} The records of borrowers and their
eubsidiaries shall be sulject to the
suditiag p ¢ xtbed is Past

which 1t has made pursuant to § 11023

Dated hine 22 toen.

of thts subpart. fach Von Mark,
{0N35 Neg. SBF2-0002 and 0473-0017) Actiog Admi )

ppeadx 1—asl Rule » CFR Past 1
(d) In detarminiag the tevel of :d-nu B $0 3718171508, e
investamats 88 8 percent of total wtility faveciments, Losse and Grasanives by
plant {as defined in this eubpart) for Elsctric harvevrs.
reporting 16 REA durtng eny calendar Netw: Thia o publiphe !
year, the borrawer shall wee the Infovmation caly snd will net be codied
recarded vetue of sech qualifying the Code of Pedaral Raguletions.
tovestmant aa reflecied oa its boaks and The {alx .astioa ia prearaiod 1o
nwt:h&m.mumi {watrate the beiween the RRA-
oon "“E -FERP NMDOI  Borrowes Martgege. the and level o
which sbail be baged on D bes 11 loans s ean i that
taformation. Sorrowery may Sake aad D¢ in complisnos

mé.:clnmqmnbﬂn o
TI .
'h:n‘ ln:«mwmm mi;mnwmmf Prligans
{8} Nothing in this suboart ahall affect  Mortgage preestios is raproetoiptive od is
0y rights which supplemantal lendars  wsed 15 tilustrate Row § 131883 would apr'y
have undes the REA mactgage tolimit 10 1be cusen of 0 borrower thet had the mout
investments, loans and g by of mostgaze Uy wed in

theit bomowers to levela below 15
percent of tota? utility plant.

[b] Nothing ta this subpart shall
relieve a bormowee of its obligation
under s REA mortgage to preserve the
lie of the RRA moctgage ae s first lien
on all of the borower's asseta 8. bject

the AEA :::n- The faliowing example
belave i prosanted heve foe illvetrative
pupoess anly. and does not meen thet future
mortgagme will coatain tha Provisionas used in
this exemple.

Sawyilo Article [ Section 22 of the REA

Section 2. Mt without
to such Nawiled exceptona s may be writim o) of both of the
provided for therwia. Mortgageon, make any loan or

(c) Nothing In this sbpart suthorizes  S3v4%Ce th o7 Gaba aay investiaant i, or
» lxeTowes (o maks axtensmons ar purchese any sdack, boada, Dotes or ocbat
laptovenants to ite electric sy fes ol or ty. MsRRe OF
without peior approval of RRA siherwiss hecoeme chligated or Liable with

() RRA remarves the right 1o changs reapect 1o Se sbiigetioas of, sny persom, fUmn
the peovisioma of the REA mortgage. 00 & SirL aomilMorvin e
o casa-bycase basin, 1o - onoection with L, Ty 1l Biatee
providing ¢dditiooal 104, 4’ aasistance  Covernmest ot ageacy thareel. (1)
to 8 barvower afler July 31, 1080 3‘5-'?-.'75' cmnm-n;:uz

i rasal

$1TI02T Realricens bnpoesd iy other wmhmﬂw:\hﬂ
ndare. ad iy reoet ‘h..‘n_ !L?"‘

Nothing i this subpas? ls intended 10 b - Ilhd
pewvent a supplenental lendar from o ninfebruaon oo g
impostng. snfasciog. ar tions which the Nas. peior o

restrictions coutstond in its loan
documectation that limit the nghts of a
borrowee to maka loane. guaraniees o

178 of this chapter. ReA reservee the
right to review the finsnclal recoedts of
any subsidiaries of Ihe botrowar @
ascertatn if the debis. Cuarantees [ae
difined harein). or othar obligations of
the subaidiaries. could adversely affect
the ahility of the bosrower 1o y ita
debte to the Govemment ar to determing
if the borrower 1# In compliance with
this subpart

1<} Bvary bosrawer shall report to
REA. in the manner end on the forn
apecilled by the Admlnistrator, the
curtent status and principal amount of
eech outstanding loan and guarsnies

RIC
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e Sate ronl, commnitied tasl! 10 make.

mnﬂnhwﬁn to the date
W:M(v)-deh;‘h-;n.-‘?wu

121630 \mvesimants, Logna, and (™ '™ ™
Quirarsiees In svceas of 16 of Tow nﬁumnm